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Plan NOW for Post-War Business 


On burner units for all types of gas appliances (using any kind of gas) on 
conversion burners for furnaces and boilers, and on gas pressure regula- 
tors—Barber Burner is a dependable source of supply. When normal civil- 
ian demand can again function, the market in the gas appliance industry 
will be bigger than ever before. Moreover, after two years of severe re- 
strictions, the demand for repairs and reconditioning of existing equip- 
ment will also be abnormally high. Barber is at present busy with vital 
war production, and can supply its regular products only as permitted by 
Federal regulations. But Barber engineers will be glad to plan with manu- 
facturers and distributors NOW—and help work out your design problems 
—so that you may be ready to compete for post-war business. 

We are gas burner specialists, and offer you our engineering and plant facilities for the 
development and manufacture of burner units for your specific purposes. Write for Cata- 


log illustrating and listing many types of burners for Appliances, Gas Burners for Fur- 
naces and Boilers, Regulators, etc. 


Complete Catalog on request. 
E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


ARBER BURNERS 
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RiFEIb 


Bench Vises give you 


* Integral pipe supports 
* Handy pipe benders 
* LonGrip jaws 


ain Bench Vise with streamlined 
id-grip jaws. Five sizes to 8” capac- 


ae ee ee oe oe Ra -e 


=e THE RIDGE TOOL COMPANY 
Elyria, Ohio, U.S. A. 





® Your work is easier with 
a RIBAID Bench Vise. 
Built-in pipe bender is 
convenient and efficient. 
LonGrip jaws, which pro- 
tect polished pipe, hold 
any pipe more firmly, aid- 
ed by the integral pipe sup- 
port that lines it up—for 
better cutting or threading. 
Strong special malleable 
bodies, jaws of finest qual- 
ity tool steel, scientifically 
designed for solid grip and 
long wear. Buy work- 
saver RIBAID Vises at 
your Supply House. 
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HE opening article in this issue by Lar- 

ston D. Farrar, Washington free-lance 
writer, formerly of the editorial staff of Na- 
tion’s Business, was written prior to the re- 
cent sensational developments in the European 
war theater. Hence the superficial answer to 
the question he poses, “Will the utilities get 
a medal?” might be to the effect that if they 
don’t hurry up and get one a good part of the 
war will be over. 


But war medals—speaking now, generally, 
and not of any special recognition for utility 
war effort—have a way of gaining luster with 
the passing years. A Union army decoration 
for gallantry in the bitter action at Antietam 
Creek is gazed on today with awed reverence 
by grandchildren and_ great-grandchildren, 
whereas in 1870 it might not have brought any 
more than $3 in a Philadelphia pawnshop. 


Tuis, of course, is not intended in any way 
to reflect on the valor so properly recognized 
by these decorations. It is merely to venture 
a comment on the relativity of public senti- 
ment with respect to official decorations, and 
so forth. 


RIGHT now, the Army and Navy “E” has 
properly been awarded to so many large and 
competent industries with their hundreds of 





GUY E. TRULOCK 


The returning serviceman is going to need 
some reindoctrination for business purposes. 


(SEE Pace 347) 
SEPT. 14, 1944 

































































DAVID MARKSTEIN 


The hand that rocks the controller is keeping 
the streetcars moving for war workers. 


(SEE Pace 341) 


thousands of employees, that about every other 
working man or woman one passes-on the 
downtown streets of the city of Baltimore, for 
example, is likely to display one. The reason, 
of course, is not that the merit behind the 
Army or Navy award has been diluted or in- 
flated. On the other hand, American industry 
generally has performed so capably and well 
that there is need to spread the credit far and 
wide. It was possibly with this thought in mind 
that the Coffin award for meritorious service 
in the electric industry was given to the in- 
dustry as a whole at the last meeting of the 
Edison Electric Institute. 


Like the ancient Union army decoration 
mentioned above, these little “E” buttons, Sig- 
nal Corps certificates, and other badges of 
recognition for service on the home front will 
seem to gain importance in years ahead. When 
the combat troops come marching home in 
triumph, with their distinguished service 
awards, Purple Hearts, and so forth, then the 
working wife who was left at home, the father, 
and the older brother will be glad to be able 
to show the returning veteran some evidence 
that folks at home did their part well. Even 
though it be only an emblem for the purchase 
of war bonds or donating blood to the Red 
Cross—both tremendously important home- 
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Because of the “‘plus values’”’ of Riley Steam Generating 
Units, the Riley Stoker Corporation is justified in stating that 
“Riley certainly gives you your money’s worth.”’ Users almost 
invariably find that they can comfortably operate their Riley 
equipment substantially in excess of Riley guarantees both in 
efficiency and capacity. 





























The positive, unrestricted circulation and other design 
characteristics, together with the policy of conservative ratio 
of heating surfaces and furnace volume, assures the purchaser of Riley Steam Gen- 
, erating Units a definite bonus above guaranteed performance. 
EXAMPLES OF PLUS VALUES IN RILEY UNITS 
- More than your money’s worth 
ne Guaranteed Actual 
. Efficiency Efficiency 
he Union Electric Co. of Ill., Venice Station 86.4% 88.5% 
Carolina Power & Light Co., Cape Fear Station 87.2% 89.1% 
ail Florida Power & Light Co., Ft. Lauderdale Station 88.0% 89.6% 
- Central Ohio Light & Power Co., Bluffton, Ohio 85.99% 86.54% 
ne Union Public Service Co., Canby, Minn. 85.3% 87.3% 
2 Newport Electric Co., Newport, R. I. 85.8% 86.6% 
Scovill Mfg. Co., Waterbury, Conn. 85.8% 87.16% 
Winchester Repeating Arms Co., New Haven, Conn. 86.5% 88.56% 
i. Upper Mich. Power & Light Co., Escanaba, Mich. 85.0% 86.3% 








at Lynn Gas & Electric Co., Lynn, Mass. 86.1% 87.7% 

- Large Eastern Oil Refinery 83.3% 86.7% 

in General Analine Works, Rensselaer, N. Y. 86.5% 88.7% 

ice 

the 

ler, 

ble 

a COMPLETE STEAM GENERATING UNITS 
ase BOILERS-PULVER! STOKERS-SUPERHEATERS 
ted AIR HEATERS - ECONOMIZERS * WATER-COOLED FURNACES 
ne- DKER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


8 PAGES WITH THE EDITORS (Continued) 


front functions, of course—it will be proudly 
displayed. 


ANYWAY, we decided there was still con- 
siderable point in Mr. Farrar’s suggestion 
that the utility companies and their employees 
should be given some tangible recognition. 
Even this late in the day, when so much of 
France has been liberated and the Allied armies 
are knocking at the doors of Germany itself, 
it is not too late to give credit where it is due. 


¥ 


W ISTFULLY, we have noticed how more af- 
fectionate the ties of American Legion 
associations for World War I veterans have 
become—now that the ranks are thinning and 
graying and, in all too many instances, grow- 
ing quite paunchy. In just a few years, there 
will be another American Legion, or some 
similar organization, for World War II vet- 
erans to begin its traditional revival of expe- 
riences of comradeship under the strain of 
war. 


THE other evening we happened to notice 
the old civilian defense gang in our neighbor- 
hood gathered at the meeting place, although 
the danger of foreign bombardment has for 
many months passed away in the light of Allied 
victories. Cobwebs have formed over the little 
stacks of gas masks. The sand buckets and 
other paraphernalia would probably not pass 
the same smart inspection that they were once 
exposed to in the darker hours of 1942. 


But something, perhaps nothing more than 
sentiment, made a few of the old bunch come 
back and put their helmets and arm bands on. 
They sat around, talked war and politics, and 
played pinochle, instead of listening to some 


LARSTON D. FARRAR 


Should the utility war effort alone be taken for 


granted ? 
(SEE Pace 333) 
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spirited message on civilian defense, as in by- 
gone times. Gregarious mankind relishes these 
associations, no matter by what chahce they 
were inspired. It wouldn’t surprise us if some- 
body didn’t start a postwar organization to 
continue the civilian defense meetings. Cer- 
tainly they brought forth evidence of neigh- 
borliness which many of us did not dream ex- 
isted before the war. It’s not even too fantastic 
to imagine American cities in 1950 bidding 
for the national convention of the Civil De- 
fense Legion, replete with horseplay and she- 
nanigans, with wall ladders and stirrup pumps. 
Peace, it’s wonderful! 


¥ 


B  aggsieres article dealing with the war ex- 
perience of utility companies in this issue 
is “Woman Power Keeps ’em Rolling” by 
Davip MarkKSTEIN, starting page 341. Mr. 
MARKSTEIN is a New Orleans free-lance writer 
now serving with the U. S. Navy. 


¥ 


ORE on the postwar side is LIEUTENANT 

Guy E. Trutock’s article on rehabilitat- 

ing the returning veterans for employment after 

the war. LIEUTENANT TRULOCK is a native of 

Missouri and a graduate of Park College of 

that state and Northwestern University of Chi- 
cago. 


He began his business career with the 
educational bureau of the Commonwealth Ed- 
ison Company in 1928 and in December, 1941, 
he was loaned by that organization’s public re- 
lations department to the Office of Civilian De- 
fense. He was commissioned a Lieutenant in 
the Navy in December, 1942, and is now on 
duty in Richmond, Virginia. 


* 


A: E. Perks, whose article on the tramway 
situation in Canada begins on page 355, 
was born in Kidderminster, England, in 1887, 
traveling and studying in Scotland, Belgium, 
France, Germany, and Holland. World War I 
caught him in Brussels, Belgium, and pretty 
nearly a prisoner of war. He later served with 
the British army and came to Canada in De- 
cember, 1919, to join the editorial staff of the 
Montreal Daily Star, with which he is still 
connected. 


¥ 


I MPORTANT decisions preprinted from Public 
Utilities Reports may be found in the back 
of this issue. 


THE next number of this magazine will be 
out September 28th. 


Ae Odlilbinc 
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@ Either way you read it, this headline 
makes sense. For the Alphabetical Tabu- 
lator produces vital management reports 
and accounting records—and it produces 
them in record time. There is no faster 
way of getting the business facts you need. 


You deserve facts not more than a few 
hours old ... reports not only in figures, 
but also in English, as descriptive as ifjs2 9 
they’d come from a typewriter ... records |< @ 
579 9 ge 5 ¥\° of an accuracy that breeds confidence. - e : 
“S| Hete is licerally the only accounting in- fo & 
“| strument able to give you speed aud .\. * » 
, .@ @ words and accuracy. You néed all three.» OE 
[PAYS Only the Alphabetical, Tabulator can 5 
give you:all three. = 


And all three combine'to soften the ws : 
- of manpower losses in office, and factory. '. mt » 
valike. Steadier flow of materials, surer. \:, +: 
‘egontrol of distribution and collection, t el 
=pbetter payroll procedures :..:chese ate res" ” 
i gules: being. delivered not alone to war 
gee. 8. * plants and Army and Navy bureaus, but 
to thousands of business firms and gov- 
ernment agencies, large and small, across 
the land. 


Can yow use this kind of record produ- 
cer? Just call the nearest Remington 
me Rand office, or write us at Buffalo 3, N.Y. 


PUNCHES SORTERS TABULATORS MULTIPLIERS INTERPRETERS INTER-FILERS 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 193-256, from 54 PUR(NS) 















SEPT. 14, 1944 10 


14, 1944 Public Utilities Fortnightly ll 


LCAN ENGINEERED SOOT BLOWER INSTALLATIONS 
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new VULCAN catalog fully describing VULCAN equipment appears in the 
Sweets, and a copy is available on your request. 


AN SOOT BLOWER CORPORATION, DU BOIS, PENNA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MonrTAIGNE 
























WALTER LIPPMAN “No man will ever regret that in this fateful hour he 
Columnist. did too much. He will never be forgiven if he does not 









do enough.” 
@ 
PuILttip Murray “I have never liked the ‘Little Steel’ formula. I attended 
President, Congress of Industrial its baptism, I participated in its confirmation, and, by the 
Organizations. grace of God, I hope I will be at its wake one of these 






days.” 






ha 


CLARENCE CANNON “Our national food problem is not scarcity but sur- 

U.S. Representative from Missouri. pluses. We are shipping more hogs than packers can 
process. We are marketing more eggs than the plants can 

store. We have produced more cattle than we can feed.” 


> 
















JosepH W. Martin, Jr. “We will win the war, regardless of what happens to 
U. S. Representative from the political fortunes of any one individual, and through 
Massachusetts. the good, sound common-sense characteristic of our peo- 






ple we will steer the world into a future blessed with 
peace, prosperity, security, and happiness.” 


¥ 


ALFRED M. LANDON “A growing mutual understanding and respect for each 
Former governor of Kansas. other’s ways among the peoples of the world will do more 
to restore, build, and maintain peace in the world, than 

all the police forces of Christiandom. It means makipg 

peace so attractive to all nations that they will not want 
to risk breaking away from it.” 
































NOR 
e of ey 
factu 
Tuomas E. DEWEY “Three immediate and fundamental purposes have to pr 
Governor of New York. guided our work to strengthen the state government— Nore 
first, to win the war; second, to prepare for a rapid and most 
smooth readjustment to peaceful pursuits, once complete mod 

victory is won; third, to preserve and develop that freedom 
at home for which our young men are fighting abroad.” FIGU 
MAC 
bd ducec 
Henry A. WALLACE “The American Fascists are most easily recognized by ti: 
Vice President. their deliberate perversion of truth and fact. Their news- whos 
papers and propaganda carefully cultivate every fissure War | 

of disunity, every crack in the common front against 

Fascism. They use every opportunity to impugn democ- 

racy. They use isolationism as a slogan to conceal their 

own selfish imperialism.” 

FIGURIN 
— 
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NORDEN BOMBSIGHTS — years 
of experience in precision manu- 
facturing are enabling Burroughs 
to produce and deliver the famous 
Norden bombsight—one of the 
most precise instruments used in 
modern warfare. 


x * * 


FIGURING AND ACCOUNTING 


MACHINES are also being pro- 
duced by Burroughs for the Army, 
Navy, U. S. Government, Lend- 
Lease and business enterprises 
whose needs are approved by the 
War Production Board. 


Public Utilities Fortnightly 


orcing Europes Fortress 


More than men and machines are meeting the ultimate test on 
Europe’s battlefields. Allied strength, determination and wisdom 
are on trial. Bitter action is now testing the adequacy of months 
of patient planning: 

Planning that produced planes, ships, shells, tanks, guns and 
other weapons of war ... Planning that trained and equipped 
millions of men in all branches of the service . . . Planning that 
gathered men, munitions, supplies and food from all over the 
nation and transported them to the scenes of action ... Planning 
that maintains communication lines for supply and reinforce- 
ment of troops . . . Planning strategy—time and points of attack, 
necessary troops, equipment, reserves, supplies, hospital facilities 
and personnel. 


Planning on such a staggering scale involved countless hours of 
toil, mountains of paper work and literally billions of figures. 

To speed this figuring, thousands of Burroughs machines are on 
the job both at home and overseas, simplifying the work and con- 
tributing to accuracy. In war, just as in peace, you find Burroughs 
machines wherever there is important figure work being done. 


BURROUGHS ADDING MACHINE COMPANY e DETROIT 32 


Burroughs 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE e BUSINESS MACHINE SUPPLIES 
LS hss 
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REMARKABLE REMARKS—( Continued) 


Epitor1aAL STATEMENT “Nothing has ever quenched the zeal of professional 
Seattle Daily Times. advocates of public ownership, and nothing ever will. 
With some of them, the first article of economic and 
political faith is that everything belongs to all the people, 
and every form of service is a public function. Others 
are advocates of public ownership for their own personal 
profit; many have made aliving at it for years.” 


Wuuiam H. WILBuR “Wars are won by fighting men, individuals who have 
Brigadier General, U. S. Army. the courage to overcome danger, the stamina to with- 
stand hardships of the toughest kind, the individual will 

to keep going forward, regardless of murderous hostile 
fire, regardless of overpowering, sodden fatigue, regard- 
less of the fact that their comrades have been killed and 
wounded. Those are the men who protect our freedoms.” 


> 
















Eric A. JOHNSTON “Depression? There need not be one. There will be a 
President, United States Chamber hesitation period during reconversion, then a period of 
of Commerce. high production for from two to seven years. Much wealth 






has been destroyed. The only way to create new wealth 
is to make more things desirable and available to more 
people, an opportunity for more people to own homes, 
refrigerators, washing machines, and automobiles—and 
vacuum cleaners.” 









* 












Victor Von SZELISKI “Tf electrical engineers in this country could look for 
Writing in The Wall Street employment only to the TVA, the Boulder dam, and’ 

Journal. Grand Coulee no one would consider that they had eco- — 
nomic and political freedom in the same way that farmers ch de 
do. The situation would not be much altered if TVA, E al 
Boulder dam, and Grand Coulee were privately owned lard is 
corporations and the only three places where electrical en- 
gineers could work.” S neg 

h can 

B 
Paut G. HorrMan “Tt is clear that private business, in which I include hat y 
President, Studebaker Corporation. agriculture and the professions, must provide for the constz 
overwhelming proportion of those Americans, who, after ement 













this war, will be needing and seeking jobs. No govern- R&IE 
mental employment yet planned, let alone blue-printed, fied. 7 
can take up more than a fraction of the unemployment Bure, si 
slack that would exist if private business were not able er sel 
to go full steam ahead when the war ends.” other 
—but, 
> will in 
JosepH C. O’MAHONEY “Democratic society is the most difficult of all societies : — 
U. S. Senator from Wyoming. to maintain, but it is the society which is natural to man, ty tha 






because man is free. The theories of Fascism and Com- 
munism are defeatist theories. They have been conceived 
by men who do not believe that the individual is competent 
to direct the modern economy. It is because of their lack 
of faith in man that they erect the state as the source of 
all power and authority.” 
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a Hi-Pressure Contact 
ch, designed and refined-by 
E engineers, who set a new 
dard in its creation. 


Ss neat and smart as a 
h can look, and still “take 


hat you don’t see here is 

constant search for im- 

ement in design and opera- 

R&IE engineers are never 

fied. They know that spot- 

pure, self-cleaning contacts, 

er selection of materials 

other manufacturing processes are fundamentally 
—but, they are continually looking for refinements 
will improve on present Quality and Performance. 
ve been at it for 33 years. In that time, every 
h that went out helped establish the margin of 
ty that distinguishes all R&IE equipment”. 


* 


ILWAY and INDUSTRIAL ENGINEERING COMPANY 


REENSBURG, PA. ... in Canada—Eastern Power Devices Ltd., Toronto 
 Coopereting 100% with the Wer Effort 


September 14, 1944 


> 
= 
~ 
<— 
dS 
‘= 
i 
~ 
(“ 
i) 
Ry 
& 
% 
Ss 
= 
Ss 
= 
S 
s 
D> 
> 
Q 








“pg ‘yBingsuid “Spig yveg stowsey | 507 (°° huodwoy xouy- mog 


4 taguewmsojiad 
aIdepusd on Bee udisop posuvapy 
3124) JO} SIDAO} UOISsTWSORI) XOU YY 


--M¥[GQ JOARJ OF anUTIUOD sisauIZUD- 


Ayyuinisa yy pux 3seq ‘yInoS “YON 
iAWIGQIssod yayp siedronur o% posvad 


svy Anisnpor avy : 
Sasnyiey 19Mod 1vy) 19} OM) hq paiSone’ 


ST ssadons Jiaqy pa aie Arey 
HNgIav0> 


-I[ TUL IS¥A §.vdIIOUTY 02 
aTGenTeaur ssssursue Ayo aq) ussq 


sey uado saurj-samod ay Suidsay 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





September 14, 1944 Public Utilities Fortnightly 








C72 
es 
ste 
= 
= 
ae 
: 
sa 
S 
= 
a 
= 
| 
= 


pare hy oS S 





Public Utilities Fortnightly September 14, 1944ffertem! 


ChLSV ELAN D 


TRENCHERS 


Deliver Maximum Ditch 
At Minimum Cost for: 
WATER—TELEPHONE—OIL—GAS— 
GASOLINE—SEWER—POWER 
and BUILDING FOUNDATIONS 





THE CLEVELAND TRENCHER COMPANY 


LANI 


“CLEVELANDS’ Save More...Because they Do More 
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® 7  tecus help you. Our trained men and special equipment 
combine to help you meet today’s increased demand for 


power. Whether yours is a problem of erection or main- 





tenance . . . regardless of distance or terrain .. . you'll find 


Hoosier service efficient and economical. 


(Hoosier 


ERECTION and MAINTENANCE OF TRANSMISSION LINES 
FERING CO. = 
NEW YORK 46 S. FIFTH ST., COLUMBUS, OHIO cHicAco 
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MERCOID “DA” TEMPERATURE AND PRESSURE CONTROL! 
MEET TODAY’S AUTOMATIC CONTROL SERVICE DEMANDt 


The Mercoid DA Pressure Control is the ideal limit control for all sncnsaballe fired steam boilers. The 
DA Temperature Control is designed for hot water jobs. 


Both of these controls are also available in a number of ranges for many important industrial application 
They are the favorite among leading engineers who know the difference. 


The above illustration briefly points out some of the main features which are distinctly Mercoid. They aft 
vitally essential for accurate and dependable control performance. 


Consult Mercoid catalog for full information on all types of Mercoid Controls. 


THE MERCOID CORPORATION, 4219 BELMONT AVENUE, CHICAGO 41, ILLINOI! 
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WATERFOIL 


THE UNIQUE TREATMENT FOR EXTERIOR MASONRY SURFACES 











have you a valuable property investment that looks shabby? 


Does it show the ravages of time and weather? You can put a “raincoat” on your building 
now that will restore and decorate it like new. The “raincoat” is Waterfoil ...a 
scientific contribution of the Horn Laboratories to masonry protection. Waterfoil 
is manufactured of irreversible inorganic gels. It bonds chemically and physically to 
the masonry surface forming a hard dense coating. Water foil lets the masonry breathe, 
yet impedes water absorption inwards so as to prevent reinforcing bar rust and 
spalling. Write for the important literature on Water foil and the protection of property. 


A.C. Horn Company 


Manufacturers of Magerials for Building Maintenance and Construction- established 1897 


FACTORIES: LONG ISLAND CITY 1, NEW YORK... HOUSTON... SAN FRANCISCO... BRANCH OFFICES IN PRINCIPAL CITIES 
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~ SAVE 50% @ . 
ME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Divisios 


102 Maiden Lane, New York, N. Y. 
Bostos Chicage Detrolt Montreal Toroate 
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of Catalogs? 


Find the 
Fitting 


in the COMPLETE line 


you have a Penn-Union Catalog, you 

n instantly find practically every good 

pe of conductor fitting. These few 
only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


M - with compression units 

ying a dependable grip on both con- 

tors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


amp Type Straight Connectors 
id Reducers, Elbows, Tees, Ter- 
nals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


‘Tite Terminals for quick 
stallation and easy taping. 
so sleeve type terminals, 
ew type, shrink fit, etc. etc. 


plicing Sleeves, Figure 8 and Oval, seamless tub- 
g—also split tinned sleeves. High conductivity 
pper; close dimensions, 

eferred by the largest utilities and 
ectrical manufacturers—because they 
ave found that “Penn-Union” on a fit- 
ing is their best guarantee of Dependa- 
ility. Write for Catalog. 


NN-UNION ELECTRIC CORPORATION 
1E, PA Sold by Leading Jobbers 


PENN-UNION 


CONDUCTOR FITTInG Ss 


SO MUCH 


FOR 


SO LITTLE 
N y ABU 


PAPERS made from i00%. new, white 
cotton cuttings save critical war mate 
rials. Yet the finest L. L. Brown bonds*® 
instead of ordinary papers, add only 2% 
to letter costs, but make your correspond 
ence 100% in character, prestige, impres 
siveness. Ask your printer for samples 


of the following 


LLBROWA 


LETTER PAPERS 


* ADVANCE BOND 


100% New. White Linen 


*L.L. BROWN'S LINEN 


100 New White Linen & Getton Fibres 


FORWARD BOND 


106 New Cotton Fibres 


GREYLOCK macht 


ye 


New Cott 


ESCORT BOND 


50% New Cotton Fibres 


* Permanent Papers 


L. L. BROWN @ «> PAPER CO. 


ADAMS WA MASS 
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TYPE “S” EXPANSION JOINT 


The first ''S" type all-welded bellows expansion joint went into operation during 1934. 
Since then over 4500 of these joints have been designed and built by Foster Wheeler 
for all types and combination of movements, for temperatures to 1800° F. and pres- 
sures to 600 psi. Flexibility of movement afforded by joint design and stainless steel 
bellows permits operation with minimum mechanical force. The assembly is electrically 
welded’ by the Foster Wheeler "Sta-Norm" process which does not alter the stainless 
or physical characteristics of the steel discs at any part of the bellows. 





Shop view of 3 large type ‘'S'' expansion joints. 


FOSTER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, NEW YORK 


W FOSTER WHEELER W 
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— Ducts a) 
AVE WHAT IT TAKES 


—f MH 
or reliable cableway service 





Ya 


Here are some outstanding reasons why J-M Transite Conduit 
and Korduct serve so well under the most severe conditions— 


Inorganic .-- made of an asbestos electrolytic oF galvanic action. 
and cement composition which Lowercable gemperatures --- 20 
provides permanence andstrength, advantage resulting from & rela- 
makes the ducts ;mmune to rust tively high rate of heat dissipation. 
or rot. incombustible . _.won’t contrib: 
Permanently smooth bore --- ute to the formation of dangerous 
long cable pulls and replacements smoke, gases, fumes. If burn- 
are made easier. Danger of dam- cur these inorganic ducts 
age to cables is minimized. ; ; protection to 
Easily and quickly installed . - - adjac i 
long, light-weight lengths and removal of damaged conductor. 
simple assembly method assure * * * 

ical installation. te details on Transite 

... being 8 e for Data Book, DS- 

entirely inorganic and non-metal- 410, Johns-Manville, 22 
lic, these ducts are not affected by St., New Yo 


TRANSITE coNDUIT 





never NL Phen nee 

25 TRANSITE onnulT ae? 

For exposed work and use underground For installation in 
without a concrete encasement. but otherwiseidenti 
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Complete Equipment for the Precision Measurement, | 
Regulation and Control of 


Flowing Gases | 


EMCO CAST IRON 
DOMESTIC METERS 


Made in both regular and curb box types. 
Heavy cast iron one-piece body, for leak re- 
sistance, permanence, and safety. Exclusive 
valve plate design with working parts integral 
simplifies inspection and maintenance. 


EMCO TIN METERS 


Standardized parts, bly by jig and 
gauge plus rigid inspection and test provide 
extreme accuracy and durability. All tinned 
parts electro-plated after stamping including 
cut edges. Made in both five and ten light sizes. 








EMCO LARGE CAPACITY 
IRON METERS 


Have rugged cast iron outer housings for 
safety. All internal mechanism attached to re- 
movable valve plate permitting inspection, 
repairs, or replacement without dismantling 
meter from the line. Made in both intermedi. 
ate and high pressure types. 


EMCO LARGE CAPACITY 
PRESSED STEEL METERS 


These meters effectively solve the problem 
of metering extremely Jarge consumption b' 
the positive diaphragm tgp vgn method. 
They are strong, yet light in weight and 
occupy less floor space than any other meter of 
similar capacity. 





EMCO ORIFICE METERS 


Design features include forged steel unit 
manometer construction; stainless steel internal 
parts; independent static and differential units; 
no angularity error; smooth accurate differen- 
tial movement; moisture-proof case, and an 
all-welded manifold. 


EMCO APPLIANCE REGULATORS 


All appliances and, particularly, 
those with automatic controls, should be 
— with gas at constant pressure. 
EMCO makes a complete line of spring 
and weight loaded Appliance Regulators 
for every requirement. 





EMCO “1001” REGULATOR 


These regulators are made in both stand- 

, ard and high pressure types. Provide precision 

control over all utilization pressures normally 

encountered on industrial gas applications. 

Pilot loaded diaphragm and compact dimen- 
sions are features. 


EMCO TYPE B EJECTOR 
SERVICE REGULATORS 


Provide three definite improve- 
ments in service regulator performance. 
Effective automatic loading, low shut-off, 
and increased capacity have all been made 
possible without ially changing a 
design and construction proved success- 
ful over many years. 








EMCO LOW PRESSURE 
BALANCED VALVE REGULATORS 


Designed for large volume, low pres- 
sure reduction and control. Balanced 
valve construction for precision regula- 
tion. Readily accessible interchangeable 
valve box provides operational flexibili- 
ty and simplifies maintenance. Produced 
in sizes 2" to 24”. 


EMCO HIGH PRESSURE 
PILOT LOADED REGULATORS 


All EMCO High Pressure Regulators may 
be furnished with Pilot Loading Head for ex- 
treme control accuracy. Designed for large 
volume, high pressure regulation. Pilot Regu- 
lator can be piped to outlet line or optionally 
bled to atmosphere. 





NORDSTROM STANDARD VALVES 


Pressure lubrication keeps these 
valves freely operable under field condi- 
tions that normally cause sticking and 
hard turning. Quick, quarter turn oper- 
ation; yee ap td or multiport types. 
Sizes 4 inch through 30 inch. 





NORDSTROM HYPRESEAL VALVES 


Developed for the higher ranges of work- 
ing pressure and for severe services in general. 
Features include inverted full-floatin plug, 
separate load carrying stem, spring plate a 
justment, and single thrust bearing. 





PITTSBURGH EQUITABLE METER COMPANY 


ATLANTA MERCO NORDSTROM VALVE COMPANY PITTSBURGH 
BOSTON CHICAGO Main Offices, Pittsburgh, Pa. KANSAS CITY SAN FRANCISCO 


LOS ANGELES SEATTLE 
MUrrALo. HOUSTON | NATIONAL METER DIVISION, Brooklyn, N. Y. 


+ NORDSTROM 


EMG METERS AND LUBRICATED 


REGULATORS PLUG VALVES 
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; Acid-proof vest with 10,253 buttons 


SHOWN HERE Under construction is a 
refinery tower designed to remove un- 
desirable tar materials from. high-oc- 
tane gasoline. 


Because the steel shell of the tower will 
not withstand the corrosive action of 
separation acids, a chrome alloy lining 
was specified. 10,253 separate plug 
welds, each one impervi- 

ous to acids and able to 

stand extreme pressures 

and temperatures, were 

necessary to secure the 

tower lining. 


An unusual fabrication job, it is another 
mission completed by Consolidated 
Steel Corporation for war industries 
and armed services. It is an example of 
the craftsmanship Consolidated Steel 
will devote to the construction needs 
of peacetime America. Inquiries look- 
ing to future construction are solicited. 
Address the president. 


Consolidated Steel 


FABRICATORS * ENGINEERS + CRAFTSMEN 





CONSOLIDATED STEEL CORPORATION, LTD..LOS ANGELES. 
LONG BEACH, WILMINGTON, CALIFORNIA: ORANGE, TEXAS 


LARGEST INDEPENDENT IN THE WEST 








Public Utilities Fortnightly September 14, 14% ber 


Freedom as we have always known it. 
is worth any effort needed to preserve it, 
and, for that reason, America is today 
defending with the combined resources of 
the nation our right to continue living in 2 Hon 
our established pattern. Industry's part of stamino 
the war job is its vast production of ships, With 
tanks, guns, and other kinds of fighting 
‘machines and materials. 
And in the background of this visible 
ind more dramatic production. operate 
the public utilities, supplying unrationed 
wer for both war and civilian needs at 
rate never before attained. 
Since B&W Boilers are supplying the 
in a large proportion of these pub- 
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lic utility and industrial power 
for propelling naval and cargo ships, 
is playing a substantial part in this great - 
war effort. B&W engineering and pro- 
duction skill have built into its boilers the 
stamina to endure today’s gruelling drive. 
With today's accelerated experience — 
yielding more complete answers to such 
problems as behavior of metals at high 
temperatures, action of fuels in slag-tap 
and dry-ash furnaces, circulation in high- 
capacity high-pressure boilers, separation 
of steam from water in boiler steam drums, 
and other related problems, the boilers of 
tomorrow should be even better able to 
serve industry. 


B&W Radiant Boiler in an eastern central 
station—Capacity 400,000 Ib. steam per hr. 


st W Open-Pass 
stlon—Capacity 3 


Seles: 
ua in an eastern central 
,000 Ib, Steam per hr. 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 

Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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EGRY BUSINESS SYSTEMS COMPRISE: 


EGRY SPEED-FEED. May be attached to. any 
standard make typewriter in one minute, and 
with Egry Continuous Forms, doubles operator 
output. One machine does the work of two. 


EGRY TRU-PAK Register speeds the writing of 
all handwritten records. Assures complete con- 
trol over every business transaction. 


EGRY ALLSET Forms, the modern single set 
forms for speed writing all business records. 
Individually bound sets, interleaved with one- 
time carbons. ALLSETS are ready for imme- 
diate use for typed or handwritten forms. 


EGRY CONTINUOUS Forms increase the out- 
put of operators by 50% and more because they 
eliminate time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


AND in addition to the above, there are others 
you'll want to know more about. 








HE EGRY REGISTER COMPANY °* 


The shortage of typewriters and competent 
operators will be compensated for if you use 
Egry Business Systems. In thousands of in- 
stances Egry Speed-Feeds and Egry Continuous 
Forms enable operators to produce twice as 
much work as they did before with the typewrit- 
er alone and ordinary loose forms and carbons. 


Other Egry Business Systems for handwritten 
records are equally important. Investigate today. 
You'll be surprised at the amount of time you 
will save when you use Eggy, Business Systems. 
More detailed information will be sent on re- 
quest, or free demonstrations may be arranged 
at your convenience. There’s no cost or obliga- 
tion, of course. Address Department F-914. 


Sales agencies in principal cities. 


Dayton, Ohio 


Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada. 


EGRY TRU-PAK 


RY SPEED-FEED 
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ervice water clears itself in 


ELLIOT 


SELF .CLEANIN 
STRAINER 


Without attention beyond occasional supe 
vision, this unit will strain incoming wate 
remove and eject abrasive or other foreis 
matter, and deliver clear water for service uw 


The straining process is continuous. 
geared motor slowly rotates a sealing bh 
which blocks off each straining section in tu 
Back-flow of water then flushes the isolate 
straining section, driving the entrained imp 
ties out through the bottom of the unit, and 
cleared section again takes up its straining jo! 


The only bearing exposed to grit-lade 
water is the lower bearing of the rotating e 
ment. This is a cutless rubber bearing, immu 
to damage and easily replaceable should 
become necessary. Elliott self-cleaning strai 
ers serve many utilities especially where larg 
quantities of relatively fine dirt must b 
removed. 


in ab hoes tren oh a aie Where manual cleaning is permissible, Ellic 
cleaning strainers for : : twin strainers will also give non-stop servic 
gyn Bm yr Siccageal lg one cylinder always being in operation whil 
the other is shut down for removal and dump 

ing of the strainer basket. 


Use our wide experience in meeting your straini 
needs. Talk it over with the Elliott man. 


pr Elliott 14” ~ E LLIOTT COMPAN 
cleaning strainers in a hydro Accessories Department 
plant. They protect fire pumps, JEANNETTE, PA. 


t f Hi id i 
ana DISTRICT OFFICES IN PRINCIPAL CITI 
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Due to wartime travel restriction, conventions listed are subject to cancellation. 


+7 SEPTEMBER z 





{ Illuminating Engineering Society convenes, Chicago, Ill., 1944. 








4 Edison Electric Institute, Prime Movers Committee, will hold meeting, Pittsburgh, 
a., Oct. 2, 3, 1944, 








7 gee Congress of National Safety Council will convene, Chicago, IIl., Oct. 





4 Edison Electric Institute, Electrical Equipment Committee, will convene, @ 
Pittsburgh, Pa., Oct. 5, 6, 1944. 





q International Association of Electrical Inspectors, Eastern Section; starts meeting, 
New York, N. Y., 1944. 





{ United States Independent Telephone Association will hold convention, Chicago, IIl., 
Oct 10-12, 1944. 





4 Indiana Electric Association starts meeting, French Lick, Ind., 1944. 








§ Southeastern Electric Exchange starts session, New Orleans, La., 1944. 
4 American Standards Association opens meeting, New York, N. ov 1944. 





¥ Maryland Utilities Association starts session, Baltimore, Md., 1944. 





{ South Dakota Telephone Association will hold meeting, Mitchell, S. D., Oct. 19, 1944. 





¥ American Public Works Congress convenes, St. Paul, Minn., 1944. 





4 Association of Iron and Steel Engineers will hold annual meeting, Pittsburgh, es) 
Pa., Sept. 25-27, 1944. 





9 Municipal Electric Utilities Association of New York State starts meeting, Lake 
Placid, N. Y., 1944. 





9 National Metal Congress will convene, Cleveland, Ohio, Oct. 16-20, 1944. 
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Recognition for Utility 
War Effort 


Should some joint action of the armed forces or major war 

agencies (as distinguished from interdepartmental or sub- 

branches of the government) authorize a special token of 

recognition to be awarded to public utility companies which 

have responded to the call by performing meritorious service 
in the war effort above and beyond the call of duty? 


By LARSTON D. FARRAR 


HE utility industry of the United 
States, which has turned in one 


of the most meritorious produc- 
tion, distribution, and servicing jobs 
ever undertaken and completed in com- 
parable time in the history of the world, 
not yet has been recognized officially 
for its activities in a manner befitting 
its contributions. 

What the utilities have done is fa- 
miliar to most everyone, in a general 
way, and is known in great particular 
by the men who make the utilities tick. 
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Just several weeks ago, Pusiic UTILI- 
TIES FORTNIGHTLY carried an issue en- 
titled: “A Salute to Public Service,” 
in which spokesmen for the govern- 
ment, the gas distributing companies, 
the telephone companies, and the oper- 
ating electrical distributing companies 
pointed to the tremendous challenges 
met and overcome. 


[ there still be those who doubt that 
the utilities of America have played 
a vital—yes, all-important—part in 
SEPT. 14, 1944 
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making the Arsenal of Democracy pos- 
sible, listen to these words from men 
who headed up that production job— 
the men of the Army and the Navy. 
Here is Major General Sherman 
Miles, Commanding General of the 
First Service Command, speaking: 


The performance of the utility industry 
in supplying a dependable source of power 
to meet the emergency requirements of the 
armed forces is greatly appreciated .. . I 
happen to have means of knowing, all 
through this war, how closely utilities of the 
whole country, as well as New England, have 
cooperated with the Army and the Navy. 


Here is Colonel G. W. Gillette, First 
Service Command Engineer of the 
Corps of Engineers, speaking : 


The utilities companies made a thorough 
survey of the situation, of the electric service 
already available. Maximum emergency 
power requirements were determined, hav- 
ing in mind the possibility and fear of air 
raids and bombing attacks. A survey of 
available reserve equipment, supplies, and 
tools was made. Methods of communication 
were set up between the Post Engineer and 
the utility serving his installation. 

The Utilities Wartime Aid Program con- 
tributed greatly to expedite the military con- 
struction program and to insure replacement 
of damaged installations, in the case of emer- 
gency. Here in this Service Command we 
are happy to say that we have had the fullest 
cooperation of all public utilities whenever 
needed. 

This codperation has made it possible to 
save much critical man power and material. 
The skill and experience of trained utilities 
employees have been made available to help 
solve routine problems on a gigantic scale, as 
well as to give valuable assistance in emer- 
gencies. 


Or hear Captain H. C. Fischer 
(CEC) USN, District Public Works 
Office of the First Naval District, 
speak : 

... 1] want to say that while the railroads 
and many other industries have done a sim- 
ply remarkable job in meeting the extra- 
ordinary wartime demand, the utilities have 
been right in the forefront and second to 
none when they were called on to furnish the 
power needed for all other production. 

Or listen to Lieutenant Colonel T. 


J. Rouner, Deputy Service Command 
SEPT. 14, 1944 


Engineer, Corps of Engineers,-as he 
addresses a group of utility officials: 


I wish to congratulate you gentlemen upon 
the fact that, due to your own foresight and 
ingenuity, we have never found the electric 
circuits empty; there has always been cur- 
rent available when we called for it. Only 
once, do I recall, was there a serious threat 
of a power shortage, and any actual shortage 
on that small isolated system was averted by 
a spontaneous and determined effort on the 
part of all—utilities, public, and Army—to 
curtail unnecessary services. 


Listen to Colonel Sumner Waite, 
Chief of Staff of the Second Service 
Command, speak on codperation be- 
tween the Army and the utilities: 


I wish to express to you the appreciation 
of the entire Second Service Command for 
the outstanding codperation and assistance 
which have been rendered to the War De- 
partment before and since your Utilities 
Wartime Aid Program was initiated during 
the early part of 1942. The conception and 
organization of this program, on a national 
scale, has won the commendation. of the 
armed forces. 

Anything to be successful must be well- 
planned, and the plan energetically prose- 
cuted. We, in the Army, admire good plan- 
ning, and know that the utilities industry did 
a grand job of planning power facilities for 
the war effort. 


A” here is the Navy speaking again, 
through Captain Lewis William 
Power Division Head, Con- 

struction Department of the Bureau of 

Yards and Docks: 


Bates, 


In arranging for power supply from out- 
side sources, the bureau has found that in 
almost all cases the utility companies have 
been very cooperative. In many instances, the 
companies have made large investments at 
their own expense for the construction of 
facilities to serve our stations, When it was 
considered that the establishment in ques- 
tion might be discontinued after the war and 
before the utility could have earned an ade- 
quate return on its investment, then the Navy 
has advanced the necessary funds for con- 
struction purposes under an arrangement for 
refunding the amount by credits of at least 
10 per cent on the monthly bills for power. 

We look forward to a continuance of the 
very able assistance of the engineers of the 
utility companies in giving our field repre- 
sentatives and their operation personnel tech- 
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nical advice and assistance based upon their 
long experience, so that our difficulties may 
be overcome, emergencies may be met, and 
our electric systems may give adequate and 
dependable service in a satisfactory and eco- 
nomical manner. 

Or if further assurances were needed 
by the public or utility employees that 
the utility industry has played a great 
part in the war, perhaps these words 
from J. A. Krug, formerly director of 
the Office of War Utilities, serve: 

Power men—public and private—should be 
proud of the job that has been done in pro- 
viding power supply. Power has never been 
too little or too late! 

There is today no shortage of power. 

This is in sharp contrast to the situation 
as to many other vital necessities. This pride 
is justified not alone because adequate sup- 
plies of power are being provided for the war 
program. The job has been done with the 


minimum possible interference with the rest 
of the war program. 


HESE testimonials to the worth of 

the utilities of America are not 
idle talk; they were made by men who 
had seen the utilities in action and who 
knew whereof they spoke. Yet, for rea- 
sons inexplicable to this writer, the 
utilities of America have not received 
the recognition they deserve in tangible 
form. True, they can print these state- 
ments in the newspapers ; they can have 
the testimonials read on the air; but, 
day by day, they have no tangible 
method by which they can present to 
their employees and to their consumers 
the obvious truth that they have played 
such a vital part in the war. 


Other industries have had a chance 
to work for an “E” pennant, which, 
when earned, could be flown proudly 
from the top of the highest available 
flagpole, and could be worn (in button 
or other form) on the lapel of workers’ 
coats. But not so the utilities, which 
have made possible the production rec- 
ords of more industries than can be 
imagined. 

If you want to find out why the utili- 
ties have been able to codrdinate their 
work with Washington officialdom so 
well, you might talk with Tom P. 
Walker, president of the Council of 
Electric Operating Companies, with 
headquarters in Washington, D. C. 
This group, formed shortly after Pearl 
Harbor, has done wonders without 
benefit of publicity or public back slap- 
ping. 

To learn of the contribution of the. 
gas industries, you might meet Ernest 
R. Acker, president of the American 
Gas Association. 

To learn about the contribution of 
the telephone industry, talk with 
Charles F. Mason, president of the 
United States Independent Telephone 
Association. 

But to learn why the Army and Navy 
have such high praise for utilities, it 
would be an excellent idea to talk also 
with Dan A. Sullivan, engineer and 
power consultant for the Common- 
wealth Edison Company, Chicago, IIli- 


4 


to agitate for a special-type award to be given to those gas, 


q “OBVIOUSLY . . . it is not the job of the utilities themselves 


electric, telephone, and other utilities which have rendered 
outstanding work. Yet, everyone knows that some kindly 
angel is not going to fly down to Washington to agitate for 
such an award. Utilities will simply have to make the facts 
available—and let the record speak for ttself.” 
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nois, who is director of the Utilities 
Wartime Aid Program, which has been 
so helpful throughout the nation in 
coordinating the work of private utili- 
ties with the work of the Army’s Corps 
of Engineers, and with comparable 
branches of the Navy and the UV. S. 
Maritime Commission. 


the early part of 1942, when it be- 
came obvious that the nation was 
faced with the greatest power demands 
ever to face the utilities, and when con- 
struction of Army camps and naval 
installations was being projected at an 
amazing pace, Mr. Sullivan started the 
Utilities Wartime Aid Program in his 
city. Later, through Army instiga- 
tion, the program grew to include the 
Sixth Service Command, embracing 
Illinois, Wisconsin, and Michigan, with 
headquarters in Chicago. The War De- 
partment, through its Corps of Engi- 
neers, was interested from the very 
first in Mr. Sullivan’s plan, and after 
it had worked for some months in the 
Sixth Service Command, he was di- 
rected to put it into effect throughout 
the nation. 

Today, as he looks back on more 
than two years of effort, he reports 
marvelous cooperation among utilities 
wherever he has turned throughout the 
nation. This codperation, he empha- 
sizes, came not alone from the private 
utilities, but from the Tennessee Valley 
Authority, the Bonneville Administra- 
tion, and from hundreds of publicly 
owned utilities of every description 
throughout the nation. 


HE Utilities Wartime Aid Pro- 
gram features the following war- 
time aid services, according to Mr. 
Sullivan, who pointed out that it would 
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be difficult to set down every phase of 
activity in which utilities have codp- 
erated with the Army, Navy, and Mari- 
time Commission in seeing to it that 
all wartime power demands were met: 


1. Draw up plans in each service 
command that would enable the Army 
division engineer to mobilize quickly 
the necessary equipment, men, and 
materials in the events of damage by 
storm, flood, or enemy action. 

2. Provide or loan transformers, 
switches, line materials, poles, and mis- 
cellaneous supplies in the power com- 
panies’ stock. 

3. Loan line trucks, construction 
tools, and hot-line equipment. 

4. Assist the maintenance crews of 
the stations with trained linemen or 
other employees whenever required. 
This service is frequently utilized for 
small construction jobs and is quick- 
ly available in event of emergency. 

5. Give access to private telephone 
and dispatching lines to avoid over- 
loading local telephone circuits in event 
of emergency and provide essential 
communications when local telephone 
lines are out of service. 

6. Keep the post engineer staffs cur- 
rently informed as to the availability 
of key men who should be contacted in 
the event of outage. 

7. Provide where necessary facili- 
ties and personnel for routine or spe- 
cial tests of posts’ equipment and sup- 
plies, such as relays, cable, circuit 
breakers, etc. 

8. Furnish technical advice on the 
many problems which arise in the op- 
eration of substations, distribution fa- 
cilities, and utilization equipment of 
these “soldier cities.” 

9. Furnish engineering assistance in 
planning additions or changes in the 
post distribution systems, 

10. Give assistance in developing 
black-out procedure. 

11. Maintain, through its repre- 
sentatives, routine contacts with the 
posts’ engineers’ staff so as to be thor- 
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Recognition of Utilities’ Worth in War 


66 


s to reasons why no general award has been planned for utilities 


that have proved their worth in the war, there seems to be no 
definite or clear explanation. Some think that it is simply because the 
utilities had proved so well that they could do a good job in other years 
that they were just taken for granted when war demands had to be met.” 





oughly familiar with the posts’ prob- 
lems, and to be readily available for 
consultation. 

12. If possible, set up training pro- 
grams when necessary to assist armed 
forces in training electricians and high- 
tension men. 

13. Repair failed transformers and 
other equipment at cost, contingent 
upon the post furnishing priority as- 
sistance to enable replacement of ma- 
terials used in repair. 


A Mr. Sullivan points out, several 


hundred operating electrical 
utilities have agreed voluntarily to co- 
Operate in this organized plan of main- 
tenance for the duration of the war, 
guided by the War Department through 
the repairs and utilities branch, con- 
struction division, Office of Chief of 
Engineers, and with the assistance of 
the War Production Board. 
“Already, the many years of operat- 
ing experience and research of the na- 
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tion’s electric operating companies, as 
well as their equipment and materials, 
are being used with excellent results,” 
he adds. “Post engineers and division 
engineers in charge of the various serv- 
ice commands feel much more secure 
in regard to power failures than they 
did before the program started. The 
record is replete with instances that 
typify the splendid codperation of the 
utilities participating in the program.” 

All of which brings us back to the 
pertinent question: Have these codp- 
erating utilities, by and large, been 
given a medal, literally or figuratively, 
for their outstanding work and codp- 
eration? Is there anything on the rec- 
ord—for the public to see—today to 
show the difference between those utili- 
ties which have codperated in this and 
other farseeing programs and those 
if any which may not have codperated 
wholeheartedly? The answer to that 
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question is seemingly in the negative. 
As a matter of fact, the utilities have 
been given no special recognition by 
any branch of their government. 

Obviously, of course, it is not the 
job of the utilities themselves to agitate 
for a special-type award to be given to 
those gas, electric, telephone, and other 
utilities which have rendered outstand- 
ing work. Yet, everyone knows that 
some kindly angel is not going to fly 
down to Washington to agitate for such 
an award. Utilities will simply have to 
make the facts available—and let the 
record speak for itself. 


M* SULLIVAN takes the same atti- 
tude as does many another im- 
portant figure in the utility industry: 
The industry itself must not be found 
agitating for special recognition. How- 
ever, he is willing to say for the record : 

“Tn the face of the marvelous record 
of cooperation given by the industry as 
a whole to the armed services, many 
persons cannot understand why the 
utilities have not been given some tan- 
gible form of recognition for their 
work. If only the private power indus- 
try were to be recognized, that would 
be a different matter, and would likely 
be viewed as selfish public relations. 
But this is not the situation. All utili- 
ties have taken part in the marvelous 
job that has been done and all utilities 
feel that they should have a chance to 
qualify for whatever tangible form of 
recognition is given, because, by and 
large, all utilities have done the same 
kind of swell job.” 

Privately, also, other utility leaders 
point out that an award similar to the 
“E” award would be a great boost to 
employee morale today. Utility work- 
ers throughout the nation, seeing the 
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workers of other industries proudly 
wearing an Army or Navy “E” button, 
feel that they have not been recognized 
for their contribution. 

Most important of all, the public as 
a whole has not been informed ade- 
quately of the utilities’ contribution. 
The railroads have been able to get over 
their message quite well, and the tele- 
phone companies, as a whole, have been 
able to show their worth in the war 
program. The electric and gas utilities’ 
radio and publicity programs have been 
well received. But utilities generally 
have been too busy doing a great job to 
boast about it to their immediate con- 
suming public, company by company. 

This writer, after investigating every 
angle of the case, is willing to stick his 
neck out and say flatly that some type 
of award should be given to qualifying 
utilities by either the Army and Navy 
or the Office of War Utilities. The 
award may not speed production—it 
does not need speeding in the case of 
electrical utilities—but it would cer- 
tainly benefit the employees of the com- 
panies, make easier the way ahead, and 
give to the nation as a whole an idea of 
the work that utilities have been, and 
are, doing. 


it is true that some utilities have won 
particular awards in various parts 
of the nation. Nothing that has been 
written should be construed as detract- 
ing from the worth of these awards. 

One such award, for example, was 
given in the form of a citation by Rear 
Admiral W. R. Munroe, Commandant 
of the Seventh Naval District, last 
February Ist, to the Florida Power & 
Light Company in an impressive cere- 
mony in the west distribution yard of 
the Miami steam electric station in 
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Miami. This citation, given in appre- 
ciation of performance of duty in the 
field of electric utility service beyond 
normal responsibility, was given by 
Admiral Munroe under his power to 
make citations for meritorious action 
under him at any time. 

It is understood that such citations 
can be given by Naval Commandants 
whenever they desire, but that many 
Commandants do not participate in 
such activities with business, because 
they fear they will become involved ina 
multiplicity of requests. 

A similar award was given to the 
San Diego (California) Gas & Electric 
Company in August, 1943. 

The Duquesne Power & Light Com- 
pany of Pittsburgh received the Office 
of Civilian Defense Recognition of 
Service Award for its activities in the 
field of civilian defense. 

On June 23, 1944, the Certificate of 
Appreciation of the Chief Signal Offi- 
cer was presented to the five major 
communications companies in New 
York at special ceremonies by the Chief 
Signal Officer himself, Major General 
Harry C. Ingles. Companies receiving 
this high honor were the Western 
Union Telegraph Company, the Amer- 
ican Telephone and Telegraph Com- 
pany, RCA Communications, Mackay 
Radio & Telegraph Company, and 
Commercial Cable Company. Other 
telephone companies have since re- 
ceived it. 


The Ohio Independent Telephone 
Association previously had _ been 
awarded a Certificate of Appreciation 
for its contribution, as had the Ala- 
bama Independent Telephone Associa- 
tion, the Wisconsin State Telephone 
Association, the Mountain States Tele- 
phone & Telegraph Company, and the 
Pacific Telephone & Telegraph Com- 


pany. 


Leica detracting from these 
various awards at all, it should be 
pointed out that, by and large, compa- 
nies with just as good records of serv- 
ice and codperation with all branches 
of the government have not been 
honored. By and large, every utility has 
maintained high service standards be- 
cause it was required to do so and no 
uniform plan of recognition for those 
who topped this high standard has been 
worked out. 

As to reasons why no general award 
has been planned for utilities that have 
proved their worth in the war, there 
seems to be no definite or clear explana- 
tion. Some think that it is simply be- 
cause the utilities had proved so well 
that they could do a good job in other 
years that they were just taken for 
granted when war demands had to be 
met. This group points out that the 
utilities did not have a “bogey man” to 
avoid, such as the railroads, who went 
into this war under the shadow of a sad 
experience in World War I, when con- 


e 


a job that has helped save freedom for all. So did the gas, 


g “THE electrical utility industry of the United States has done 


telephone, and transportation carriers. This has not yet been 


recognized officially. No medals have been given the utilities 
for performing meritorious work above and beyond the call 
of duty.” 
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ditions became so bad that the govern- 
ment felt constrained to take over the 
lines—and then proceeded to make 
matters worse for all concerned. 

Another group of utility men feels 
that for a long time, the private utility 
industry of the United States was a 
wolf to a great many persons, including 
not a few Washington officials. Ac- 
cording to this group, the Little Red 
Riding Hoods of Washington in their 
heyday painted some rather wild and 
wooly word-pictures of the electrical 
utility wolf, attributing to him many 
troubles unrelated to the economic 
problems they sought to solve. 

By a constant campaign of crying 
“Wolf, Wolf!” they were able to con- 
vince a large number of Americans 
that the private electrical power indus- 
try indeed was a menace to the stability 
of the nation, and, as a result, they were 
able to pass national laws to restrict the 
wolf cutting deeply into his hide, and 
restraining if not tormenting him. 


B” the fairy tale, in this case, did 
not come out like the Little Red 
Riding Hoods thought it would. When 
she ran into her grandmother’s house, 
she found there a 3-headed monster 
named Hitler, Tojo, and Mussolini, 


and quickly discovered that she had an 
ally in the utility wolf instead of an 
enemy. She called on the wolf for help, 
and, surprising to some, the wolf went 
to the rescue. 

Today, the wolf has helped save Lit- 
tle Red Riding Hood’s skin. 

But, officially, it is a little difficult for 
her to acknowledge it. The kind woods- 
man who came by to put an end by 
force of arms to the 3-headed monster 
was given an “E” award for his con- 
tribution; the machinist and steel 
worker who slipped up to hand little 
Red Riding Hood a gun both were 
praised publicly. But the mythical wolf 
—the utilities—had past complications 
of political history, perhaps. Anyway, 
so far, some folks in Washington hope 
that he will politely go back to his nor- 
mal pursuit and forget about his share 
in the victory. 

The facts remain clear: The electri- 
cal utility industry of the United States 
has done a job that has helped save 
freedom for all. So did the gas, tele- 
phone, and transportation carriers. i. 
This has not yet been recognized off- 
cially. No medals have been given the fi} 
utilities for performing meritorious 
work above and beyond the call off} 
duty. Why? 





“Bill of Rights” for Business 


“1. Business requires three kinds of incentives—manage- 


ment, labor, and capital. 


“2. To preserve these incentives, business should be given 
free scope to trade honestly, in competition, for a profit. 
“3. The business field should be free from invasion by gov- 


ernment. 


“4, Neither business nor the individual should be subjected 
to the arbitrary action of bureaucracy. 
“5. Business should be enabled to protect and to exploit the 


capital values in good will.” 


—Isaac W, DiccEs, 
Counsel, Association of National Advertisers. 
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Woman Power Keeps’em Rolling 


How New Orleans Public Service is solving a short- 
age of labor, a problem that confronts all utilities 
today. 


By DAVID MARKSTEIN 


HEN Mars beckoned with his 
\ \ bony finger to the United 
States on December 7, 1941, 
one of the things he accomplished was 
to rob Marie Calhoun of New Orleans 
of her family. Marie is a grandmother. 
Her husband and son are in service, the 
former with the Coast Guard, the lat- 
- Biter somewhere in the Pacific helping his 
Marine buddies pin back the ears of the 
snaggle-tooth boys from Nippon alley. 
Most women of Marie’s age would be 
proud to just sit and brag of such a 
fighting family—but not she. Marie is 
n there pitchin’ too, in an industry so 
essential that it is doubtful whether the 
rescent city’s other war plants could 
long function without the help of her 
and her sisters. 

For Marie conductors the streetcar 
hat carries the men who stand behind 
he man behind the gun. If Marie did 
mot conductor the streetcar, the men 
ould not ride, and thus could not stand 
behind the man who stands up to the 
Japanazis. In a literal sense that is true, 
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because man power is so short in New 
Orleans that transit service would 
necessarily be curtailed without the 
services of such as Marie. 

Public utilities, like every other in- 
dustry in America, have met and large- 
ly solved many pressing wartime prob- 
lems. There have been increased de- 
mands and shortages of equipment to 
plague them, but no problem has been 
quite so pressing as the dilemma of 
how to meet growing calls by drawing 
from a pool of labor that is very fast 
going dry. 

One answer to this problem is the use 
of woman power such as Marie Cal- 
houn. First in peacetime businesses that 
could not compete with war plants at 
high wages, then in the war factories 
themselves, finally in the very armed 
forces that had gobbled up all the men, 
women have donned street dresses, 
overalls, and uniforms and moved into 
the breach. The result has been some- 
times good, sometimes unfortunate, but 
generally quite satisfactory. 
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Along with the others, many public 
utility companies have turned to em- 
ploying women. Experience in war 
plants and the armed forces has proven 
that they can handle men’s work, even 
that calling for heft and brawn. The 
manner in which these little ladies have 
acquitted themselves in difficult weld- 
ing, riveting, and even portering jobs 
is reflected in a current wave of car- 
toons that depict Mr. Postwar Hus- 
band washing the dishes and caring for 
baby while Mrs. earns the family bread 
by the sweat of her dimpled brow. 


nN example to the point is New Or- 
leans Public Service Inc., gas, 
electric, and transit utility. In addition 
to an estimated sixty thousand men 
drawn from New Orleans into the 
armed forces, newly opened war plants 
like fabled Higgins Industries have 
tapped the labor reserve with high wage 
inducements. Only last May, a WLB 
Group One classification (acute labor 
shortage area), which would have cut 
off new war contracts and frozen all 
jobs, was averted by the skin of the 
city’s collective teeth. 

Unable to play the game of wages for 
stakes that the war plant boys fling 
about, Public Service was at its wits’ 
end to find necessary bus and streetcar 
operators. Its facilities, WLB agreed, 
were as necessary as those of any com- 
pany engaged in the war effort. Street 
railway and bus systems, a public neces- 
sity vital even to the war plants that 
were drawing away their labor, were 
hardest hit. 

So what to do? 

“In March, 1943, we saw that the 
situation might soon be desperate,” says 
Public Service personnel manager Mil- 
ton H. Van Manen. “Of all possible 
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solutions, employment of woman power 





seemed best. This called for a complete 
revision of company policy. The idea 
of employing women transit operators 
was altogether new in this neck of the 
woods. 

“Public prejudice, just adjusting to 
the sight of overalled women at Hig. 
gins and other new war plants, had to 
be brought round to accepting them as 
streetcar conductors, motormen, and 
bus drivers. It was a difficult job, for 
we not only had to recruit the women 
themselves, but persuade the traveling 
public that they were performing a real 
war job. 

“To do both selling jobs, we resolved 
on playing up a Molly Pitcher angle. 
Molly Pitcher was the Revolutionary 
War lass who jumped into her slain 
husband’s place to keep his gun dishing 
it out during a hot battle. Molly was the 
great-grandmother of Jenny the WAC. 
So for our first women operators we 
picked wives of former employees now 
in service.” 


HE plan has since grown to such 

proportions that over three hun- 
dred out of almost fifteen hundred 
transit workers of New Orleans Public 
Service are women. How to fit them in 
with the men, using enough kid glove 
to keep the women satisfied, and how 
win cooperation instead ‘of ridicule 
from the public are problems that need 
constant solving. 

The girls were resented at first by 
many old-timers, as old-timers every- 
where resent the intrusion of women 
into their little worlds. But even the 
resentment of the 20-year boys has 
softened under the women’s obvious 
good record. Van Manen’s office needs 
tact on all sides. The men retain their 
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Employing Women by Public Utilities 


LONG with the others, many public utility companies have turned 

to employing women. Experience in war plants and the armed 
forces has proven that they can handle men’s work, even that calling for 
heft and brawn. The manner in which these little ladies have acquitted 
themselves in difficult welding, riveting, and even portering jobs is re- 
flected in a current wave of cartoons that depict Mr. Postwar Husband 
washing the dishes and caring for baby while Mrs. earns the family bread 
by the sweat of her dimpled brow.” 





seniority rights whereby choice hours 
go to the operators on each line longest 
with the company. But women have 
been paid the same wages, with same 
overtime opportunities. They receive 
training pay, uniform allowance, and 
identical privileges as the men. 

Legal pitfalls await the utility hiring 
women for men’s jobs. Louisiana, like 
many other states, has laws prohibiting 
the working of women beyond certain 
hours. This was a poser at first for 
Public Service, as transit operators 
cannot stop their busses and streetcars 
for thirty minutes’ rest that the Louisi- 
ana law says women must have after 
toiling for six hours. 

The matter was laid squarely before 
the state labor commission. ‘‘Sure,” 
they said, “we can fix that. You’re in 
war business.” Permission was ex- 
tended Public Service to ignore this 
proviso—for the duration only. A 
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clause in Louisiana’s statute, like those 
in many other states, permits the labor 
authorities to do this at discretion for 
6-month periods. The dispensations, 
Public Service is assured, will continue 
to be forthcoming as long as the need 
is acute. 


oo have actually hung up bet- 
ter records than men in some re- 
spects, Public Service finds. As a group, 
they are more adaptable, train more 
easily, and handle the bookkeeping part 
of their jobs—making trip sheets and 
such like—with greater accuracy. As 
conductors, they are more inclined to 
politeness — although politeness is a 
part of all operators’ training. Their 
safety records on vehicles of all kinds 
are better, this in the face of all the 
crusty jokes about women drivers 
(which most transit riders happily for- 
bear to make). 
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That old bugaboo of the war effort 
—absenteeism—Public Service finds 
much higher among the women. Which 
doesn’t surprise or worry them too 
much. Women with children—and 
most of Public Service’s are married— 
naturally worry about their offspring. 
On cold and stormy days, a good per- 
centage of them do not show up. What 
worries the utility executives more than 
this absenteeism is high turnover— 
usually 5 to 6 per cent each month. 
“Last month 7 per cent went over the 
hill—and, brother, that ain’t so good,” 
says Van Manen. 

Those who remain, however, like the 
work. This is what some of them say: 

“Mine is the best job in town for 
women.” “T like the hours, the pay, the 
way I’m treated.” “My husband is as 
proud of my record as I am.” “I like 
to feel I’m part of the city’s transporta- 
tion system.” “I’ve had no trouble at 
all.” “I’d rather be a conductor than 
anything else.” There’s no tongue in 
cheek when they say it. 

Van Manen doesn’t believe there will 
be a place in the postwar utility scheme 
for women. “First, we’ve probable un- 
employment to consider. The jobs must 
go to men—our women understand 
that their jobs end when hostilities do. 
Then, judging by the number of former 
employees who have already returned 
from service to claim their jobs, our 
ex-operators are going to want back— 
and we want them.” 


er for woman power is as 

keen today as the play for man 
power. Where to find it is a problem— 
and a bigger one is how to get it in com- 
petition with higher-paid war indus- 
tries. For answers, Public Service 
turned to advertising. 
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The advertising department plunged 
into recruiting with a zest. A complete 
campaign of newspaper, radio, and 
printed ads was prepared. The cam: 
paign included almost daily classified 
appeals ; large display advertisements; 
radio spot announcements and 5-min- 
ute programs; car cards and displays; 
many printed pieces for mailing and 
distribution to employees. A real mer- 
chandised recruiting program was 
mapped out. 

Classified appeals Public Service has 
found effective were those playing up 
the angles of pay (by regular standards 
$200 a month is not to be sneezed at), 
pleasant work, contribution to the war 
effort, and steady employment. The 
women were interested first in money 
—the men in job security. 

The known effectiveness of the pat- 
ent medicine testimonial formula was 
used in newspaper display advertising. 
Headlines like—‘‘ ‘When everybody's 
so nice it makes your job easier,’ says 
Katie Garner, ace woman bus opera- 
tor”—brought prospective operator; 
by the dozen. The ads, using about 
quarter-page space, featured a cut of 
the operator, with blocks of copy below. 
One continued the testimonial, telling 
how pleasant the work and how satis: 
factory the pay of an operator. In: 
heavy ruled box, strong selling copy ex 
plained that this was truly taking ; 
man’s place in necessary work, went 
into how simple it is to train and work 
on transit lines. 


O* the air, Public Service went i 
for interviews. Satisfied opera 
tors were called to the mike to explain 
how they got that way. On some pro 
grams, a male or female voice inter; 
viewed the happy women, going ove 
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met and largely solved many pressing wartime problems. 


q “PuBLiIc utilities, like every other industry in America, have 


There have been increased demands and shortages of equip- 

ment to plague them, but no problem has been quite so press- 

ing as the dilemma of how to meet growing calls by drawing 
from a pool of labor that is very fast going dry.” 


e 


reasons why working for the utility 
was so ardently to be desired. Typical 
questions and answers used were: 

Q. Did you have difficulty learning? 

A. I was surprised how quickly I 
learned .. . the instructors made things 
so clear ... that I knew I could do tt. 

Q. What does your husband think? 

A. He’s a Public Service bus oper- 
ator too—and as proud of my record 
as I am! 

Q. How do you like your work? 

A. I say this ts the best job in town 
for women. I like the hours, the pay, 
and especially the way I’m treated. 

That is the stuff of conviction. As 
proof of the pudding, such programs 
have helped immeasurably to keep ’em 
rolling in New Orleans. 

Folders, letters, cards, and all kinds 
of printed advertising directed toward 
nonworking women did their share too 
in Public Service’s all-out campaign. 
One effective piece showed cuts of male 
and female operators—shouting “It’s 
Women’s Work Too.” 

Some direct advertising went to em- 
ployees, urging them to contact friends 
for utility jobs. Indeed, some of Pub- 
lic Service’s best recruiting results came 
from the efforts of employees, stimu- 
lated by advertising and the offer of a 
reward. 


A FOLDER was sent to each operator 
detailing all particulars of a 
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transit job. This was for passing on to 
prospects. Along with it, a letter over 
the president’s signature offered $10 
bonus to each employee securing a re- 
cruit. 

The offer was qualified that re- 
cruits must remain through their train- 
ing period and for thirty days after, but 
it brought remarkable results. An in- 
troduction card for recruits to present 
went with the letter and folder to assure 
operators that they would receive prop- 
er credit—and extra pay. 

All possible advertising media are 
used. In addition to the three major 
media, car cards—interior and exterior 
—-proclaimed the need to transit riders. 
A customer publication usually em- 
ployed to bring housewives recipes 
and conservation information was 
turned over to the drive, taking Public 
Service’s recruiting message into the 
home direct to women who might be 
prospects. 

Once hired, the women are given in- 
tensive training. Making skilled utility 
workers out of former housewives is no 
easy task. 

Class work opened the course; for 
two or three days, the lassies learn from 
book and blackboard in the company’s 
classrooms. There they discover the 
how of transfers, learn simple clerical 
work that consists of filling designated 
places on a company form, a little baek- 
ground information on the corporation 
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they will represent to 650,000 riders 
each day, and thirty-two “rules of the 
road.” 


LASS then adjourns to one of Pub- 
lic Service’s mammoth “barns,” 
where the trainees are given actual 
practice on busses and cars. First they 
are taken to a remote suburban line 
where there are no intersections to 
plague them or possibly endanger 
pedestrians. There they make practice 
stops, give change in answer to a com- 
mand from an instructor, learn all the 
intricacies of their business to be. 
Finally the women ride with an ex- 
perienced operator on cars that pick up 


real passengers. When this instructor is 
satisfied that his charges have mastered 
their craft, they are issued uniforms 
and go to work in all their glory as full- 
fledged women behind the men behind 
the man behind the gun. 

By such thorough recruiting and 
training methods—and a liberal use of 
good business imagination—New Or- 
leans Public Service is solving a prob- 
lem that confronts all utilities today. 
When peace comes, the company can 
face its consumers, proud of the way 
a very necessary duty has been per- 
formed. 

And the women? They’re proudest 





Postwar Train Sleepers Twice As Comfortable 


b ipe~ Pullman Company is not going to make any more old- 
style sleepers, with upper and lower berths and curtains 
on the aisle. When the 6,000-odd sleepers now in use wear out, 
they will not be replaced. Instead, the Pullman people plan a 
new-style sleeper, with low-cost berths selling at about $1 a 
night, to meet the expected postwar competition from de luxe 
coach service on streamline trains at regular prices. 

The new-style sleepers will have better ways of handling lug- 
gage and better washroom facilities, without the annoyance of 
making up and knocking down upper berths at the expense of 
passenger comfort. There will also be high-class travel special- 
ties. Pullman Company says the trend is towards single and 
duplex roommettes, sleeping car compartments with private 
wash basins, toilet facilities, and a door that closes off the rest 
of the car. 
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Fitting Future Veterans 


Into Postwar Jobs 


G. I. Joe Will Need a Reindoctrination to His Old 
Job After He Comes Marching Home. 


By LIEUTENANT GUY E. TRULOCK, USNR 


HE subject of postwar planning 
has top billing in the thoughts of 


every man in uniform. First, he 
hopes to get back to the postwar world. 
Next, he is concerned for what oppor- 
tunities that postwar-world-to-be will 
have for him. The topic is being cur- 
rently debated in many a scuttlebutt and 
propwash session wherever service- 
men — and women — are gathered. 
Those who are on military leave from 
their companies are particularly in- 
terested, for it is with old associates 
and familiar places that they will hope 
to take up their civilian careers again. 
For private industry, such as the 
public utility industry, there arises a 
corresponding postwar problem of 
making a new set of plans for person- 
nel training, so as to be ready—when 
Johnny comes marching home—to re- 
ceive him gracefully and fit him into 
his old, or new, job in civilian life with 
the least complication. Definite plans 
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along this line are necessary for the 
simple reason that Johnny—or G. I. 
Joe, to use the more popular reference 
—is not the same boy he was when he 
marched off to war. His attitude, his 
approach, his thinking have changed. 
They have. been purposely changed, to 
a great extent, by military training 
obviously designed for an entirely dif- 
ferent objective than serving a civilian 
public politely or selling things per- 
suasively or other of the innumerable 
tasks of peacetime employment. 


HE change in G. I. Joe will not be 

immediately visible. In the months 
following the war’s end he will come 
drifting back singly and in groups. 
There will be the excitement of the re- 
turn, the parades by home-town units, 
and the impromptu greetings to in- 
dividuals as they return from posts at 
home and abroad, afloat and ashore. 
Hand shaking and back slapping will be 
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the order of the day as old associations 
are renewed. No doubt some statisti- 
cians will be called upon to figure out 
the man-hours involved in such cele- 
brations during the months following 
the cessation of hostilities. During the 
animation of these days, and before the 
returned Joe has settled down to the 
routine of a job, there will be little out- 
ward evidence of changes within the 
man. But whether the imprint has been 
left by participation in actual battle or 
whether from no more glamorous 
chore than living in a rented room, 
third floor rear, in some crowded em- 
barkation center, the changes will be 
there. His viewpoints may take a little 
time to develop, but the dormant seed 
can be expected to sprout in direct 
proportion to the amount of idle time 
he has on his hands and in his mind. 

Some of the obvious factors in pro- 


ducing a changed attitude are already 
on the surface. Take personal finances, 
for example. Many young men, espe- 
cially flyers, are now deriving more in- 
come from the service than they ever 


did from civilian life. Some of the 
net increase no doubt is being largely 
offset by the fact that many have or 
will, before the war is won, succumb to 
matrimony. Nevertheless, the habit of 
looking at those large figures on the 
pay check, established through the war 
years, will be a difficult one to break 
when the airman puts his B-17 down. 

Next, take the problem of adjusting 
personal prestige, based entirely on 
military rank, to the dead level of 
civilian “citizenship.” Many of the 
young men are holding commissions 
considerably above the relative civilian 
rank they will find themselves in on 
their return. Civilian life has a dif- 
ferent standard of values as we all 
SEPT. 14, 1944 


know. The same vigorous, alert re- 
sponse to duty which today is bringing 
many an aggressive youngster all sorts 
of shoulder-strap decorations, may not 
be worth a plugged nickel in the mun- 
dane marts of trade, unless supple- 
mented by some special knowledge, 
technical training, education, or back- 
ground, and so forth. A little thought 
will be required to readjust the ex- 
major to the idea of taking direction 
from an ex-captain or even from an 
ex-shavetail, for his boss may have 
been just that! 


HERE is also the case of the older 
man who is now making less 
money in the service and in many 
cases holding less relative rank than 
that of his peacetime position. He will 
feel, after mustering out, that for him 
the economic clock stood still—or per- 
haps started to go counterclockwise 
during his term of service. This will 
strike him as a pressing reason for 
doubling his efforts to make up for lost 
ground. There are also those in whom 
military life has developed hidden skills 
and talents for leadership. Others are 
now “lost” in the military machine or 
developed into mere cogs, who, hereto- 
fore, have exercised supervisory re- 
sponsibility in civilian employment. 
All will have one thing in common— 
they will be glad to get home, lay aside 
their uniforms for the moths and vet- 
erans’ parades, and then get back on 
the job. It is at this point in his career 
that postwar planning will begin to op- 
erate for, as expressed in the Informa- 
tion Bulletin of the Bureau of Naval 
Personnel for January, 1944, “obvious- 
ly the veterans will return to a changed 
world. War will have changed them 
and the places they left.” 
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If a change in attitude is to be ex- 
pected among returning personnel the 
next question is, what bearing will it 
have on postwar plans? The answer is 
that it is only good business to make 
maximum use of an investment in 
training and experience. The percent- 
age of a company’s peacetime personnel 
now in the armed forces represents a 
sizable investment in these important 
intangibles. The majority of these 
people will hustle back to the employ- 
ment office as soon as they are officially 
discharged. The obvious move, then, is 
to recover that investment and use it in 
the furtherance of postwar plans. 


NY measures that can be used to 
guide the attitude and the effort 
of these people into constructive chan- 
nels will serve to hasten the day 
when the entire organization is prop- 
erly geared and ready to perform suc- 
cessfully in the postwar era. Since it 
will not be possible for a concern to 
start at full speed on this program the 
day after an armistice is declared, but 
must wait some months before the bulk 
of its employees on leave have returned, 
it would seem desirable that all hands 
be kept busy as soon as they have 
been relocated in the company. 
Returnees will welcome work and 
plenty of it. Work that directs their 


attention to the future and away from 
the proximity of their recent experi- 
ences. Work that will start them think- 
ing constructively in their own and 
their companies’ interest. What they 
definitely will not want to do is to sit 
around in either physical or mental idle- 
ness waiting for somebody to give the 
starting signal. Keeping busy during 
this period of readjustment will mini- 
mize a tendency to grow dissatisfied 
with inaction. Too well will they re- 
member the long periods of monotony 
in the service when there was little to 
occupy the mind except the mundane 
scuttlebutt that served to pass the time. 
But the question arises as to what can 
be done during the period of demobili- 
zation and readjustment to help ac- 
complish the desirable end of “keeping 
busy”? 

The word “indoctrination” has be- 
come popular in the services. It means, 
literally, to learn a lot in a minimum 
of time. Any naval officer who went 
to Indoctrination School, or Army of- 
ficer who came out of OCS will testify 
to the correctness of the definition. 
Reindoctrination, as applied to the im- 
mediate post armistice period, willmean 
a retraining, or refresher, program to 
occupy that period of waiting until the 
ship’s company is all aboard and the 
order to up anchor can be given. 


e 


there arises a corresponding postwar problem of making a 


Qe: private industry, such as the public utility industry, 


new set of plans for personnel training, so as to be ready— 
when Johnny comes marching home—to receive him grace- 
fully and fit him into his old, or new, job in civilian life with 
the least complication. Definite plans along this line are nec- 
essary for the simple reason that Johnny—or G. I. Joe, to 
use the more popular reference—is not the same boy he was 


when he marched off to war.” 
349 
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Pp“ of the content of this reindoc- 
trination program can be deter- 
mined by finding out how much of his 
company training the employee has 
forgotten. How much of the organ- 
ization’s policies and procedures will 
he remember? As a test case consider 
how much of the. excellent public con- 
tact routines developed by public serv- 
ice companies will need refreshing in 
the mind of the veteran whose think- 
ing for the past several years has been 
in the terms of a service where there 
were no “customers” as such. The sol- 
dier lived in an atmsophere of “orders” 
and “directives.” 

The telephone technique as practiced 
in the service may be of some concern 
to utility managers if allowed to be 
used on an unsuspecting customer, es- 
pecially if the customer happens to be 
an ex-serviceman or woman. The tone 
of voice favored by a top sergeant in 
communicating his wishes over the 
phone, while effective for the purpose 
intended, cannot be construed as a 
model for standard practice. When 
Mrs. Zilch calls up to report her lights 
out and to please send a repairman out 
immediately, she will be loath to accept 
as final that reply couched in such 
phraseology which, while perfectly 
clear and understandable, may leave 
something to be desired in its implica- 
tion. She may even put on her bonnet 
and come down to the main office look- 
ing for “somebody in authority.” She 
may even be moved to have the law 
on somebody who intimated that she 
could “bail out and forget to pull the 
rip cord.” 

Employees will be interested in 
changes that have occurred in the com- 
pany organization during their absence. 
Which department handles this, and 
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which handles that? In general much 
of the know how and the know where 
which always distinguished employees 
of a top-notch organization and en- 
abled them to render little better serv- 
ice than was expected, will have grown 
rusty in their absence. Such knowl- 
edge will be old stuff to those on the 
job. To those who return, it will be 
indispensable. Refreshing the memory 
on these points may take an hour or so 
now and then but the positive effects 
should outweigh any negligible loss in 
man-hours with the attendant danger 
of allowing the employee to get his 
information through the uncertainties 
of the grapevine. 


roe another item which should be 
listed in the agenda for reindoc- 
trination is the matter of economy. 
Economy was not the pressing order of 
the day in the services as it was in the 
employee’s civilian organization. 
True, no soldier, sailor, or Marine ever 
deliberately became careless with prop- 
erty simply because it was labeled 
“U. S.” But in the development of 
war operations, survival of life natural- 
ly took precedence over economy of 
property. If a man lost his gun on the 
beach or his helmet fell overboard he 
got a new one (along with a lecture 
from the supply sergeant). If it was 
necessary to abandon valuable equip- 
ment he did so, without a second 
thought. It is quite possible that many 
civilians who have wrestled with points 
and coupons will be more inured to the 
idea of economy than will the returning 
soldier or sailor. Here, then, is another 
topic tactfully and carefully fitted into 
the reindoctrination curricula. 
Among the civilian techniques likely 
to be in the background of the veteran’s 
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Less Income in Civilian Service 


66 M ANY young men, especially flyers, are now deriving more 

income from the service than they ever did from civilian life. 

Some of the net increase no doubt is largely offset by the fact that many 

have or will, before the war is won, succumb to matrimony. Neverthe- 

less, the HABIT of looking at those large figures on the pay check, estab- 

lished through the war years, will be a difficult one to break when the 
airman puts his B-17 down.” 





memory is that one entitled “How To 
Get Things Done.” In the service an 
order got things done. No argument. 
Just, “you do this” and it gets done! 
Admittedly, the custom of giving 
orders has some advantages over the 
technique of persuasion. If a muddy 
field is to be scraped off and made into 
a landing strip in a couple of hours 
you tell somebody to clear it off. There 
is no waiting for a permit, no permis- 
sion required to trim the trees, and 
you dump the dirt wherever con- 
venient. 

But in the return to civilian life the 
longer and more complicated technique 
of “persuasion” will be the rule in deal- 
ing with the public. The ex-serviceman 
may have to be taught the rudiments of 
the persuasive theory all over again in 
the interests of good public relations! 
A recent picture in a company mag- 
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azine sent by a public utility to all its 
employees in uniform showed a pre- 
war view of activity in one of its pre- 
war stores. The floor was covered with 
rows of gleaming electric ranges, re- 
frigerators, water heaters, ironers, 
floor lamps, and other appliances 
around which salesmen and customers 
were busily circulating. The caption 
read, “It Will Happen Here Again’’ 
and went on to state that the contem- 
plated postwar program of that partic- 
ular company would require a con- 
siderable expansion in the sales force 
that would readily absorb many of the 
company’s employees on military leave. 


N° doubt some G. I. Joe sitting 
under a South Pacific palm tree 
read this item avidly and with bulging 
eyes as he visualized himself shedding 
his uniform and hastening back to greet 
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the customers who would be waiting 
in line for him. But if he works for 
an electric company that has built up 
standard procedures dealing with the 
retention of the customer’s good will 
he may have to undergo a little school- 
ing before he can find himself on a full 
production basis and at the same time 
conform to established policy. 

Among those topics necessary to 
equip the home-coming employee with 
information useful in shedding his 


military habits for civilian procedures . 


will be one in which the intangible 
values will far outweigh the visible 
knowledge to be presented. Such a 
topic is the story of how the company 
took its place in the war effort. How 
was the load maintained? What 
changes were made to property and 
equipment? How were operations 


safeguarded? What was the organiza- 


tion of the protective forces of civilian 
defense? How were the departments 
kept running on reduced personnel? 
What was the score on Red Cross, 
bond, paper, scrap, and all other forms 
of “drives”? 

This again is an old story to those 
who remained to keep the ship afloat, 
but to those who return it will be im- 
mensely interesting. It would seem 
feasible that this feature be developed 
by the assistance of pictures and ex- 
hibits not only as a matter of pride 
in company organization but because in 
the very act of presenting this informa- 
tion there will be engendered a mutual 
feeling of respect between those two 
groups whose fusion in codperative ef- 
fort to further the company’s interests 
will, as they say in the Navy, “make a 
good ship.” This will be an effective 
means to dissipate any possible friction 
that may be tempted to develop while 
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minds and tempers are still under the 
influence of the war’s stimulus. 


S° much for the things that G. I. Joe 
will want to know in order to re- 
indoctrinate himself to civilian employ- 
ment. In addition to such psycho- 
logical “retooling,” so to speak, there 
are two things that those in uniform 
will need and will look for in postwar 
personnel programs. These are, an ob- 
jective toward which the veteran can 
guide his efforts, and a leadership in 
which he can feel full confidence. We 
might now break these two down and 
have a look at their components. 

He'll be looking for an objective be- 
cause he will want to know, of course, 
whether he’s hooked up with a busi- 
ness that really has a future and 
whether he stands a fair chance of get- 
ting his share of it. Specifically this 
takes in an “objective” for his com- 
pany, his department, his division, and 
for himself. The word will be familiar. 
His military career will have been filled 
with objectives. He may not have al- 
ways known where he was going but 
he knew that somebody in command 
did and that he was on his way. 

When there was no objective in view 
the monotony became pretty deadly. So 
it can be if he returns to an objective- 
less job. True, he would have a job. 
A routine one. Same thing every day. 
In the same way. Ought to be thank- 
ful just to have a job, even a routine 
one. The inevitable result would be 
to nourish a brooding dissatisfaction 
that would be detrimental to plans for 
postwar progress. Nor is it likely that 
veterans would be bashful in express- 
ing themselves or in promoting con- 
certed action for the redress of griev- 
ances whether real or imagined. 
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“But,” says a critic, “there will be 
plenty of objectives ; anybody ought to 
be able to see that!” The critic is prob- 
ably right. But he forgets that the fu- 
ture veteran will return to business, 
whose progress has escaped his atten- 
tion because of his absence. He will 
have to be shown, patiently and clear- 
ly and fundamentally—even repeated- 
ly. What may be perfectly clear in the 
minds of postwar planners will be so 
much Greek to those who return, at 
least for awhile. 


HE element of leadership, which 

was always a part of the em- 
ployee’s thinking, became an intimate 
part of his daily existence when he put 
on a uniform and continued up to the 
day of his discharge. On his return 
he will naturally make comparisons be- 
tween the leadership he experienced in 
the service and that which he finds at 
home. He will be quick to correlate the 
objective with the leadership by which 
it will be attained. Some men will have 
experienced a leadership of a superb 
type — something that brought them 
safely through the hazards of battle. 
And there will be those whose military 
careers will have witnessed leadership 
of an inferior quality to that with 
which they were accustomed prior to 
the war. 


The sudden transformation of the 
civilian into the soldier will, in some 
instances and in spite of the watchful 
eye of the military staffs, have caused 
the heads of little men to swell out of 
all proportion to their ability. In the 
exigencies of war some of these men 
have been unable to exercise leadership 
other than that provided through 
gradation of rank. In any event, com- 
parisons will be made. Leadership will 
be called upon to solve some problems 
not previously in the book. 

Many alert employees will have 
absorbed much from their wartime ex- 
perience that may seem of value to 
them in a civilian organization. New 
methods of training and new tech- 
niques in many fields will no doubt pro- 
duce ideas of ultimate value to the in- 
dustrial or public utility concern. Tact- 
ful handling of these ideas will not only 
sift out those which will really be of 
value, but will also retain the enthu- 
siasm and good intentions of those 
who sincerely make suggestions of the 
other sort. 


HERE remains the problem of de- 
fining the limits of the period dur- 
ing which personnel shall be retrained 
for permanent service. This can be 
labeled the Critical Era for in it will 
occur the experiment of retrieving, as 


S 


directs their attention to the future and away from the prox- 


Cp eietvinr will welcome work and plenty of it. Work that 


imity of their recent experiences. Work that will start them 
thinking constructively in their own and their companies’ 
interest. What they definitely will not want to do ts to sit 
around in either physical or mental idleness waiting for 
somebody to give the starting signal. Keeping busy during 
this period of readjustment will minimize a tendency to grow 
dissatisfied with inaction.” 
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much as possible, the working effi- 
ciency that characterized the employee 
group before the outbreak of hostili- 
ties. It will roughly parallel the period 
of demobilization. How long that will 
last is anybody’s guess at present writ- 
ing. The length of enlistment in most 
cases has been for “the duration and 
six months.” But personnel managers 
who must lay their plans according to 
conditions as they find them may 
logically assume that not all of their 
working force will have returned by 
the end of the six months following the 
“duration.” Purely as a base from 
which to speculate, it might be assumed 
that the peak load of demobilization 
will occur after the third month and 
continue past the sixth. But the time 
up to eighteen months can be marked 
as the Critical Period in that it will 
determine the attitudes as well as the 
aptitudes of returning service people 
for the work of the postwar era. 

Some sort of records might well be 
kept of the “work attitude” of the re- 
émployed service man during this Crit- 
ical Era. He will start out with great 
enthusiasm. This is likely to increase 
the first two or three months. After 
that it is likely to taper off or even drop 
rapidly as the novelty of civilian ex- 
perience wears off and the realities of 
making a living in a civilian world be- 
come more apparent. During this pe- 
riod efforts should be made to keep the 
line of “work attitude” from sagging 
into indifference, defeatism, or dis- 
satisfaction. After six months, how- 
ever, it should be pretty apparent that 
the returning veteran has ‘“‘caught on” 
or, as is likely to happen occasionally, 
he is just not going to catch on and 
should take steps to shift into some 
other field where he is more tempera- 
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mentally suited and personally satisfied. 


oo eye-catching magazine ad- 
vertisements have featured the 
idea that the boys want nothing more 
on their return than to find home as 
they left it. Just leave everything the 
way it was. Put the dog on the fire- 
place, hang the picture askew on the 
wall of his room, scatter the tools over 
the basement work bench just as he 
left them. This makes a thoughtful 
scene and is quite likely to stir up nos- 
talgia whenever it is conjured up. But 
the trouble with this picture, beau- 
tiful though it may be, lies in the false 
assumption that Americans returning 
from what to many will be the epic 
experience of their lifetime, will be su- 
premely content to sit down among the 
stage trimmings of the past and there 
remain in peaceful and bucolic medita- 
tion. This sort of thinking doesn’t 
make sense to men who in standing the 
long night watches afloat, or in patrol- 
ing some lonely post, will have thought 
about things back home in clearer per- 
spective than they ever did before. Or 
who in many a session with their ship- 
mates will have exchanged ideas and 
picked up new ones concerning their 
hopes and ambitions when they again 
return to civilian life. Should he come 
back to a land of “things as they were” 
he will soon begin to stir uneasily in 
the peaceful scene. The old way will 
have been washed out by the war. He 
will be looking for the new. 

In recognizing the probability of a 
changed attitude, with attendapt pos- 
sibilities for dissatisfaction, the anti- 
dote lies in providing sources of in- 
terest by which the ex-serviceman may 
be kept busy until he has become ad- 
justed to his peacetime status. 
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Tu Quoque, Say the Tramways 


A new twist to public ownership talk in con- 
nection with the Montreal traffic problem. 


By A. E. PERKS 


NEW angle has suddenly been 
given in Montreal to the age- 
old problem of who should own 


public utilities and for whose benefit 
they should be operated. 


R. N. Watt, president of the Mon- 


treal Tramways Company, threw 
the bomb, but he was not responsible 
for its manufacture. A number of peo- 
ple, including DeLeuw, Cather & 
Company, Chicago transit planning ex- 
perts, collaborated in pouring the high 
explosive into the bomb, fitting the 
detonator, and screwing down the cap. 

But it was R. N. Watt who, on Fri- 
day, May 19, 1944, got up at a luncheon 
meeting of the Greater Montreal Eco- 
nomic Council, a body created to study 
what should be done by and in Mon- 
treal after the war to keep people work- 
ing and the wheels of progress turn- 
ing, and tossed into their midst this 
proposition : 

Since public utilities are expected to 
be operated exclusively for the benefit 
of the public, let the said public pay for 
them. 
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And, then to reinforce that first 
idea: 

Since private capital is neither com- 
pensated when it loses nor allowed to 
pick up the kitty when it wins, private 
capital will be darned if it gambles any 
of its money building an underground 
railway for Montreal. 

Build it yourself, Oh, most Excellent 
Public. 

He did not say it quite so brutally as 
that. Mr. Watt is renowned for his 
gentlemanly approach to the public. But 
however politely the retort courteous 
may have been couched, that was what 
it said when the nice words were blue- 
penciled out. 

So, with a traffic situation unrivaled 
anywhere in North America for com- 
plication, the problem of what to do 
about it becomes still more complicated 
by the introduction of an entirely new 
political angle, and everybody who 
hasn’t an axe of his own to grind in the 
matter is watching with an almost 
scientific interest what this new turn 
will do to it. 
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ONTREAL’S traffic suffers not only 
from the usual twists and turns 
that antiquity and the activities of land 
speculators in past ages have given it, 
along the lines of narrow streets where 
they ought to be widest, blind alleys 
where through traffic is urgently 
needed, bottlenecks that it costs millions 
to expropriate, but a few more that 
God, Jacques Cartier, and the early 
pioneers have specially donated to the 
French Canadian metropolis. 

Manhattan would resemble Montreal 
a good deal if there were two mountains 
right in the middle of Manhattan is- 
land, and New York had been built all 
around the mountains, with Central 
Park on the two summits. 

Cartier, first white man to visit Mon- 
treal, left an historical tradition about 
landing on the south shore of the is- 
land and finding an Indian village on 
the south or southeast slope of the 
mountain ; and later pioneers carried on 
the idea of the south shore and the 
south slope, so that everybody since 
then has strung along with it, and what 
corresponds to East Side and West 
Side in New York are called North and 
South in Montreal and the streets that 
actually run almost due North and 
South, are officially marked East and 
West. Apart from a little confusion 
that doesn’t do much harm, but follow- 
ing the lead of the early pioneers, the 
oldest, most congested, busiest part of 
the city has grown up in the mile-wide 
strip between the docks and the rising 
slopes of the mountains. Running 
tramways up one side of a mountain 
and down the other is not considered 
good technique so the streetcar traffic 
pretty well all has to pass sooner or 
later through that gap between moun- 
tain and river edge. 
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A far back as 1920, officers of the 
Tramways Company foresaw that 
sooner or later, if the traffic situation in 
Montreal was to be rationalized, the 
bulk of the streetcar traffic through the 
“central” portion of the city (which is 
really the east side, since the geograph- 
ical center is the summit of one of the 
mountains) must be taken under- 
ground. A score of years ago the then 
manager of the company, the late 
Colonel Hutchison, put forward a proj- 
ect, to start with an elevated line down 
near the river, running horizontally 
until the street level came up to meet 
it, and then continuing underground 
for the rest of the journey. John Public 
arose aS one man in_ indignation. 
Enough had been heard of the horrors 
of elevated lines in New York. None 
for Montreal. A thousand times No. 
So the idea was dropped. 

A dozen years ago, the company 
came back with suggestions for two 
subways, one running north-south ac- 
cording to the street-marking conven- 
tion, which means east-west according 
to the compass; the other running 
geographically east-west and conven- 
tionally north-south ; the whole to cost 
$60,000,000. But they figured it could 
not be made to pay returns, with less 
than a million population to use it and 
a maximum of 7 cents streetcar fare. 
No one, either in city council or leg- 
islature, could be found to take the risk 
of sponsoring a fare that would make 
the investment worth while. And then 
there was the depression, anyhow. So 
it went on the shelf. 


ow, some things have changed. 
Public works have to be done, 

just as soon as we finish making muni- 
tions. We have to get busy seeing that 
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everybody stays working. Everyone 
that has a business or an industry has to 
see that he keeps it going, after the war, 
because everybody has to stay at work 
and go on being prosperous. 

And the congestion of traffic is be- 
coming tighter and denser month by 
month. When the ban on gasoline and 
tires is lifted and the automobile mak- 
ers begin selling the millions of cars 
they will have to sell to keep their 
plants running and their personnel 
working, no one dares try to picture 
the condition of traffic on some of Mon- 
treal’s busier 36-foot streets. 

The Tramways Company has the 
answer. 

Take the traffic underground. 
Build underground rapid transit lines 
to be operated in close collaboration 
with the streetcars and busses. 

But the government of Quebec 
Province has just adopted a law where- 
by the plant, buildings, and distributing 
facilities of Montreal Light, Heat & 
Power Consolidated are taken over by 


expropriation and a special commis- 
sion will be appointed to decide how 
much the government shall pay the 
company for the dispossession. 


HERE are murmurings in city 

council and in legislature that the 
tramway services should also be taken 
over either by the government or the 
municipality. Public ownership is in 
the air. 

So, says the head of the Tramways 
Company : “It will be impossible to ob- 
tain private capital to build subways. 
If they are to be constructed it will be 
necessary to obtain public funds be 
they municipal, provincial, or Federal. 
It might be decided that some of the 
cost should be paid by adjacent prop- 
erty owners. Records show that wher- 
ever subways have been built, property 
values have increased. It might be con- 
sidered equitable that some portion of 
this increased value should be applied 
against the cost of the subway rather 
than retained by the property owner.” 





Railroads and Aviation 


sa Bess railroads are in the business of selling transportation. To 
separate that business into airtight compartments, assigning each 
compartment to a different organization, is to overlook the fact that bus, 
rail, and air transportation will in future be so closely interrelated that 
artificial barriers must be bound to affect adversely the interests of both 


shipper and traveler. .. . The present administrators of American rail- 
roads should not have to suffer from a bill of attainder because of the 
sins of long ago. By their activities these past twenty years they have 
literally pulled themselves up by their bootstraps to a position where they 
are today among our most alert, efficient, and effective private enterprises. 
Fortunately for this country of ours, the railroads were ready when war 
came; they were ready because a policy of frugal, honest, and farsighted 
administration had cut down costs and increased operating efficiency. 
“Nothing so far developed in the way of transportation can take the 
place of our railroads in the movement of masses of material and men. 
They have earned the right to be treated not as pariahs, untrustworthy 
and venal, but as wide-awake merchandisers of transportation. To bar 
them from participation in aerial transportation is about as reasonable 
as to tell a clothing merchant that he can sell coats but no suits.” 
—EDITORIAL STATEMENT, 
The Hartford (Connecticut) Courant. 
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Wire and Wireless 
Communication 


be National Association of Broad- 
casters held its executive war con- 
ference in Chicago August 29th. Ap- 
proximately a thousand broadcaster dele- 
gates assembled at the opening meeting 
presided over by President J. Harold 
Ryan, and listened to congratulatory tele- 
grams from both President Roosevelt 
and the Republican presidential candi- 
date, Governor Dewey, of New York. 
The latter’s: message informed the con- 
vention that he stood solidly behind the 
“free radio” plank in the Republican 
platform and lashed out against unneces- 
sary governmental domination. 

The broadcasters assembled in an opti- 
mistic mood, encouraged by the recent 
action of the FCC in calling for hear- 
ings on September 28th for all users of 
radio wave lengths to discuss new allo- 
cations and the entire commercial radio 
spectrum. This action followed the 
meetings held in Washington last month 
by technical representatives of radio, 
telephone, and other. communication car- 
riers to discuss international radio allo- 
cations under the auspices of the State 
Department and sponsored by the Inter- 
department Radio Advisory Commit- 
tee. 

While there had been some question 
about holding the 1944 meeting, in view 
of the urgent request of the Office of 
Defense Transportation to curtail busi- 
ness gatherings to ease the strain on the 
nation’s overburdened railway transpor- 
tation system, the critical problems fac- 
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ing the broadcasting industry were be- 
lieved to justify holding the meeting. 
Evidently leading government officials 
felt the same way about it. The pro- 
gram featured a number of govern- 
ment officials, including FCC Chairman 
James Lawrence Fly and Assistant Sec- 
retary of War Robert A. Lovett. 


hy addition to the usual discussion of 
radio operating problems, the forth- 
coming election campaign had inspired 
a number of questions in the minds of 
the radio men who know that the broad- 
casting business is going to be on a hot 
spot until after the next election, re- 
gardless of how it turns out, For this 
reason, it was believed likely that the 
convention would reappraise, but gener- 
ally reaffirm, its voluntary code of ethics, 
which had been attacked by CIO unions. 

Another lively topic of discussion, 
also involving a labor union angle, was 
likely to settle around the activity of 
James C. Petrillo, president of the 
American Federation of Musicians 
(AFL) for seeking to influence a ban 
on the use of recordings by union mu- 
sicians on radio programs, unless various 
conditions of union employment and de- 
mands are met. 

The concluding session on Thursday, 
August 31st, was scheduled to go into the 
problem of frequency modulation (FM) 
broadcasting and was to feature an ad- 
dress by Commander T. A. M. Craven, 
former member of the FCC. 
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WIRE AND WIRELESS COMMUNICATION 


HE National War Labor Board on 

August 25th directed a standard 
voluntary maintenance of membership 
clause, with a 15-day escape period, in a 
dispute involving the American Tele- 
phone and Telegraph Company (Long 
Lines Department) and 17,000 em- 
ployees represented by the Federation 
of Long Lines Telephone Workers, an 
independent union affiliated with the Na- 
tional Federation of Telephone Work- 
ers. Industry members dissented. 

The company said it was opposed to 
maintenance of membership on prin- 
ciple and because “there is no necessity 
for such a clause.” The union contended 
it was entitled to maintenance of mem- 
bership because it is a responsible labor 
organization, and cited a long list of Bell 
system and Western Electric cases in 
which the board has ordered the union 
security provision. 

The present contract provision for 
voluntary check-off of union dues was 
not at issue. 

The board unanimously directed that 
the question of wages may be reopened 
at any time after six months from the 
effective date of the agreement. During 
the first six months wage questions may 
be reopened only if the union contends 
that rates in any labor market area for 
any occupation contained in the agree- 
ment are below the approvable rates set 
by the WLB subsequent to July 2, 1943. 

The union requested the reopening 
clause, it said, because it has many 
groups throughout the country whose 
wage inequities are not known by the 
national office until they are informed by 
local officials. The company agreed to the 
reopening clause on condition that it be 
limited to approvable rates set by the 
WLB after July 2, 1943, the date on 
which the board issued a directive order 
on the wage issues of this case. 

Seniority and union activity issues 
were referred back to the parties for fur- 
ther negotiation. 

The Long Lines Department of the 
American Telephone and Telegraph 
Company is an operating unit of the Bell 
system. It has four operating depart- 
ments—plant, traffic, commercial, and en- 


gineering—and several staff _depart- 


ments. 
* * oe oS 


"Eg seman surrender will flash the 
green light on resuniption of pro- 
duction of civilian radios, WPB officials 
informed members of the radio industry 
advisory committee in Washington last 
month. For the remainder of this year, 
however, they added, the radio-radar pro- 
duction program must be maintained at 
its present pace, which is about 16.4 per 
cent above the July rate. 

Various governmental controls will in 
all probability be removed as soon as the 
German capitulation is an accomplished 
fact, former Vice Chairman C. E. Wil- 
son of WPB told the group prior to his 
recent resignation. They should be re- 
laxed as quickly as possible, he added, 
and the over-all war production program 
will be cut, it is anticipated, by about 40 
per cent, 

Cutbacks in prospect after the collapse 
of the Germans may be extensive enough, 
Mr. Wilson declared, to assure suffi- 
cient raw materials for civilian manufac- 
ture in this field to proceed entirely with- 
out quota restrictions, especially in view 
of the fact that the quantities of copper, 
steel, and similar critical materials 
needed for the purpose are relatively un- 
important. 

Army and Navy officials concurred in 
Mr. Wilson’s assertion that increased 
production must be maintained through 
December of this year. 

Referring to the “spot” authorization 
order of August 15th, WPB executives 
emphasized that radios were excluded 
from the civilian output program, as 
were automobiles, refrigerators, and 
washing machines. 

Future OPA price ceilings in this field 
also were discussed at the meeting and 
announcement was made that OPA ad- 
visory committees of sets and parts 
manufacturers would be named and a 
schedule of gatherings set to work out 
specific civilian price ranges would be 
completed for mid-September. 

One of the results of the session was 
the suggestion that more adequate infor- 
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mation be provided to manufacturers re- 
garding program reduction in cutback 
procedures on V-day. The Army and 
Navy are cooperating in formation of 
such information with the WPB radio 
and radar staff. 


* * * X 


F eriabynes: collective bargaining situ- 
ation which has existed since the 
Western Union and Postal Telegraph 
companies were merged last fall will be 
untangled soon when a National Labor 
Relations Board election of more than 
60,000 employees will be held. Competing 
for bargaining rights in seven regional 
divisions will be the AFL Commercial 
Telegraphers Union and the CIO Ameri- 
can Communications Association. 

The former union, and other AFL 
units, represented 38,000 of Western 
Union’s 54,000 employees last year. 
ACA held a union shop contract for 14,- 
000 Postal Telegraph workers, and also 
represented 7,500 Western Union em- 
ployees in New York, Detroit, Duluth, 
and Salt Lake City. 

When the firms were merged the orig- 
inal government bill called for a national 
election, but CIO pressure caused a re- 
vision of plans, for the total AFL mem- 
bership among unionized employees led 
by a 17,000 margin. Instead of one unit, 
as the AFL advocated, the CIO wanted 
120 units, so that it could gain bargain- 
ing rights in sections where its strength 
is greatest. 

The case was submitted to the Na- 
tional Labor Relations Board, and even- 
tually a referee, who directed that the 
system be divided into seven units. Met- 
ropolitan New York is one, and the other 
six cover separate regions of the coun- 
try. Pittsburgh, a strong AFL center, is 
in the eastern region, which includes 
Pennsylvania and 12 other states, largely 
New England and the District of Co- 
lumbia, 


* * * * 


HE Federal Communications Com- 
mission has rejected a petition by 
the United Automobile Workers to have 
officials of the National Association of 
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Manufacturers testify in answer to union 
charges that big business is using eco- 
nomic power to influence radio au- 
diences. 

Richard T. Frankensteen, vice presi- 
dent of the CIO union, had_ requested 
the appearance of three NAM officials at 
a hearing on the union’s complaint 
against radio station WHKC, Colum- 
bus, Ohio. The union charged the sta- 
tion censored labor programs and thus 
interfered with free discussion. 

Acting Chairman Ray C. Wakefield 
of the FCC gave no specific reason for 
rejecting the UAW petition, but attor- 
neys said it was in effect a ruling that the 
petition was not related to the Columbus 
case. 

A spokesman for the Columbus local 
of the CIO local testified that he agreed 
to editing of any controversial matter 
in the union’s programs over station 
WHKC. The witness, Richard E. 
Evans, public relations director of the 
local, said union members approved a 
broadcast contract with the Columbus 
station after negotiations with two other 
stations. He said WHKC offered wider 
coverage. 

He testified that the programs were 
designed to promote the interests of or- 
ganized labor in the community. He said 
he told the management that the broad- 
casts would be educational, with some 
speeches of union leaders. An agreement 
with Station Manager Carl M. Everson, 
the witness said, stipulated that scripts 
were to be submitted for examination 
several days in advance of broadcasts 
and that controversial matter was to be 
eliminated. 

UAW demanded revocation of the sta- 
tion’s license on the ground that the man- 
agement censored a speech by Mr. 
Frankensteen. 

Everson, who described the case as a 
test involving the whole radio industry, 
testified there was no basis for the com- 
plaint and that the station had been 
friendly and cooperative toward labor. 

Philip G, Loucks, representing the sta- 
tion, told the commission it would demon- 
strate that the UAW charges are “with- 
out substantial foundation in fact and 
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that WHKC, instead of throttling labor, 
is liberal in its policies and is one of 

e few stations in the country to sell 
ime to labor unions.” 


* *x* F 


HE disposal of surplus property is 

the chief congressional topic at 
present. Congress still has that phase of 
demobilization before it. 

But quite frequently it is the enemy 
who can be blamed for causing surpluses 
of war materials, as indicated by the fol- 
lowing story—referring to only one 
small item—related last month by How- 
ard Bruce, Baltimore industrialist and 
banker, now special assistant to the di- 
rector of plans and operations of the 
War Department. 

Figuring that the German army in 
France would carry out its usual demoli- 
tion and destruction, the War Depart- 
ment arranged to send 150,000 telephone 
poles to replace those which probably 
would be destroyed. In fact, some 50,000 
poles were landed in Normandy shortly 
after D-day. But when the Nazi retreat 
began, they got out of the Normandy 
peninsula so fast that up to a very recent 
date only some 500 poles have had to 
be replaced. 

Mr. Bruce told of this incident 
shortly after his appearance before the 
Senate War Investigating Committee 
delving into surpluses, along with a num- 
ber of Army officers. The Baltimorean 
told the group (formerly known as the 
Truman committee) that although the 
War Department was continually tight- 
ening its controls to prevent surpluses, 
the primary objective was still to pro- 
duce sufficient material to meet the war 
need. 

x * * * 


| gate rates on overseas telephone 
calls between many United States 
points and Costa Rica, Guatemala, Hon- 
duras, Nicaragua, Panama, and Surinam 
and between all U. S. points and Curacao, 
Dutch West Indies, were scheduled to 
become effective September Ist, as the 
result of amended tariffs filed by the 
American Telephone and Telegraph 
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Company, the FCC announced last 
month. 

Reductions in program transmission 
service charges would become effective 
between the United States and all of the 
above countries except Panama and 
Surinam, on the same date. 

Charges on a 3-minute, weekday call 
from Washington, D. C., to Costa Rica, 
Guatemala, Honduras, Nicaragua, or 
Panama, for example, would be reduced 
from $9 to $7.50; rates on a similar call 
from California or any of the Pacific 
coast states would be cut from $13.50 to 
$9. Proportionate reductions were made 
in Sunday rates. 

Similar reductions were made for 
service from all other states except 
Maine, New Hampshire, Vermont, 
Rhode Island, Massachusetts, Connec- 
ticut, New Jersey, New York, and Penn- 
sylvania. From these states the $9 3- 
minute weekday rate and the $6 Sunday 
rate to the above overseas points remain 
unchanged. 

* * * a 


an cash contributions total- 
ing $2,500 have been received at 
Mitchel Field hospital to pay for tele- 
phone calls home by wounded soldiers 
flown there from Europe, and scores of 
offers of regular contributions have been 
received from welfare agencies, service 
groups, American Legion posts, em- 
ployee organizations, and individuals, 
the Army said recently. 

“At the present time, all proposed con- 
tributors are being asked to address 
their donations to Custodian, Post Hos- 
pital Fund, Mitchel Field, Long Island,” 
the announcement said. Army authorities 
are now setting up the machinery for 
administering the fund and distributing 
the telephone time available. 

Telephone company officials said the 
average long-distance call from Mitchel 
Field, station-to-station, costs $2. Hence, 
the contributions already received would 
provide one 3-minute call for each 
wounded soldier who arrived at the hos- 
pital during the latter part of August 
and the early part of September. They 
arrive at the rate of 1,000 a month. 
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Financial News 


United Light & Power 
(Series of holding company reviews.) 


O* April 5, 1943, the SEC approved 
a dissolution plan of United Light 
& Power whereby 94.52 per cent of the 
common stock of United Light & Rail- 
ways (the sole remaining asset) was to 
be distributed to preferred stockholders 
and 5.48 per cent to the common stock- 
holders. On August 4th of that year a 
U. S. District Court entered a decree 
approving the plan and making the ex- 
change mandatory. However, Otis & 
Co., who originally headed the group of- 
fering the preferred stock and who are 


currently the holder of an odd lot, ap- 
pealed to the U. S. Circuit Court of Ap- 
peals, and—when this decision was ad- 
verse—to the U. S. Supreme Court. The 
question involves the old issue of “abso- 


lute priorities’—a question recently 
injected into the field of railroad reor- 
ganization by the pending Hobbs Bill. 
Recently the company asked the SEC 
to permit distributing 94.52 per cent of 
the new Railways common stock, leav- 
ing the 5.48 per cent in escrow for allot- 
ment to either the preferred or the com- 
mon, as the Supreme Court might decide. 
But this proposal has raised a technical 
problem. Bear, Stearns & Co., who have 
been making a market for the new com- 
mon stock on a ““when-issued”’ basis, have 
urged the SEC not to permit any imme- 
diate distribution, since this would make 
it difficult to adjust “when-issued” trans- 
actions. The new common stock has been 
traded in arbitrage transactions against 
both preferred and common stocks of 
United Light & Power Company. Hence, 
such transactions could not be properly 
cleared until the Supreme Court has 
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and 
Comment 


By OWEN ELY 


passed on the allocation of the new com- 
mon stock. The SEC has not yet indi- 
cated its opinion in the matter. 

United Light & Power preferred stock 
has recently been selling around 60, 
which is equivalent to about 12 for the 
new common. (Due to the usual arbi- 
trage, the when-issued price for the new 
stock is 123-13.) Railways’ share of sys- 
tem earnings for 1943 was $7,465,899 
compared with $9,668,499 in the previous 
year—the reduction being due principal- 
ly to higher Federal taxes. Based on the 
plan, it is proposed to change the present 
outstanding 708,520 shares of $35 par 
value common into 3,173,838 shares of 
new common with $7 par value. Based 
on the new numbers share earnings in re- 
cent years would have been as follows: 


Consolidated Parent 


HE present indicated price of 12 for 

the new common is equivalent to 8 
times the consolidated share earnings 
and, assuming that all parent company 
earnings for common were paid out, the 
yield basis would be about 52 per cent. 
But it is quite possible that the parent 
company could “take down” a larger pro- 
portion of earnings and dividends than 
it did last year, in which case a larger 
dividend could be paid. Continental Gas 
& Electric has not paid out any common 
dividends in the past two years and pay- 
ments in 1939-41 could have been sub- 
stantially larger. Assuming that the full 
available balance had been passed along 
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to Railways in 1943 by the subholding 
companies, Continental Gas & Electric 
and American Light & Traction, Rail- 
ways could have reported parent com- 
pany earnings of $1.38 a share. The re- 
maining 11 cents represented surplus 
retained by Iowa-Illinois Gas & Electric 
Company (an operating company con- 
trolled directly by Railways). 

American Light & Traction Company 
plans to dissolve and has made some 
progress in that direction, having dis- 
posed of its southern property, San An- 
tonio Public Service Company, and some 
smaller properties. The company has 
in its own treasury $8,367,730 net cur- 
rent assets (principally in cash), and re- 
tention of these idle funds in the past 
two years has reduced system earnings. 
Dissolution plans have doubtless been de- 
layed by the rate and tax troubles of the 
largest subsidiary, Michigan Consoli- 
dated Gas, which may not be cleared up 
for some time. The company also has a 
big investment in Detroit Edison. The 
city of Detroit has been attempting to re- 
duce utility rates sharply, on the theory 
that the reduction can be largely recouped 
through excess profits tax payments, and 
the supreme court of the state of Mich- 
igan has upheld this proposal. Since the 
company’s Michigan and Wisconsin gas 
properties would not fit in geographically 
with the electric-gas properties of Con- 
tinental Gas & Electric, it appears likely 
that American Light & Traction will 
eventually sell its stock holdings. (It 
might, however, decide to distribute and 
leave the question. of disposal to United 
Light & Railways, which would take over 
54.69 per cent of its holdings. ) 

Eventually Continental Gas & Electric 
may have to dispose of Columbus & 
Southern Ohio Electric and La Porte 
Gas & Electric Company of Indiana. The 
remaining properties in Illinois, Iowa, 
Missouri, and Kansas can perhaps be 
formed into a single integrated system. 
Continental has been doing some “swap- 
ping” of properties, presumably with the 
intention of developing an integrated 
system; in 1942, it disposed of proper- 
ties with revenues of $1,870,539 and in 
1942-3 it purchased properties with rev- 
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enues of $3,786,953; in January, 1944, 
another purchase was made. The SEC 
integration order dated August 5, 1941, 
has been partially complied with and ap- 
parently the SEC is satisfied with the 
progress to date, although the question 
of selling the important Ohio subsidiary 
has not yet been settled. 


¥ 


Rate Cut Based on Income from 
Depreciation Reserves 


HE Missouri Public Service Com- 
mission is reported to have ordered 
every utility in the state to credit income 
from the investment of depreciation re- 
serves against the depreciation fund it- 
self, and to reduce rates as a result of 
the reduced charge against operating 
costs. Without further details, it is diffi- 
cult to follow the commission’s reason- 
ing in the matter, but this is apparently 
as follows: Earnings on invested depre- 
ciation funds (practically all utilities 
make a practice of reinvesting these 
funds in the property) average 5} per 
cent on the investment. Hence, the an- 
nual charge for depreciation accruals can 
be reduced by that amount, which in turn 
increases net earnings by a correspond- 
ing figure. Hence, the rate cut is imposed 
to reduce net income to the previous level. 
Assuming this analysis to be correct, 
it might be of interest to apply it to all 
the electric utilities to determine the sta- 
tistical result. In 1942 (latest available 
figures) all class A and B utilities had 
a depreciation reserve of $2,306,144,561 
on which 54 per cent would be about 
$126,830,000. This is equivalent to about 
44 per cent of revenues, but it is also 
equal to about 45 per cent of the amount 
paid out in common dividends. Of 
course, with the present Federal tax um- 
brella, the penalty would be greatly re- 
duced, but it is nevertheless a serious 
matter for stockholders. 

This appears to be a practical appli- 
cation of the new theory that the depre- 
ciation reserve belongs to the public 
rather than to security holders. (See 
“Income Return from Depreciation Re- 
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serves,” page 237, August 17th Forr- 
NIGHTLY.) The whole question of de- 
preciation appears to be more muddled 
than ever, and some clear-cut thinking is 
required. The commission’s order is said 
to be “‘an adoption of the prudent invest- 
ment theory in rate making, which is in 


accordance with latest rulings of the U, 
Supreme Court.” But it appears 
dubious that the Supreme Court had any 
such objective in mind in the Hope. 
Natural Gas decision, which is presum. 
ably the one referred to. 
The court declared in the latter case. 
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HIGHEST AND LOWEST BILLS 


BY GEOGRAPHIC DIVISIONS 
JANUARY 1, 1944 


100 KILOWATT-HOURS 


A/Bic Ais A/BiCc A/| BIC 


WEST 


WEST 
PACIFIC MOUNTAIN SOUTH 
CENTRAL 


Highest Bill 
Lowest Bill 


A/Bic 


EAST 
NORTH SOUTH 
CENTRAL CENTRAL C 


AIBIC AIBIC; JA/BIC Ajsicl 


SOUTH MIDDLE NEW 


EAST 
NORTH ATLANTIC ATLANTIC ENGLAND 
ENTRAL 


A = Communities of 2,500 to 10,000 Population 
8B = Communities of 10,000 to 50,000 Population 


C = Communities of 50,000 and more Population 


From Federal Power Commission 
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hat the commissions should regulate the 
tilities in such a manner as to safeguard 
investors, including common stockhold- 
ers, and encourage investment of equity 

oney. But on the theory applied by the 
Missouri commission, stockholders (and 
even bondholders) may wind up “behind 
he eight ball.” If they are not allowed 
o earn any return from the reinvested 
depreciation reserve, this means that the 
reserve does not belong to them. More- 
over, if retroactive straight-line depre- 
iation goes into effect—the public service 
commission of New York has been try- 
ing to apply it to the Niagara Hudson 
Power system—this means that an addi- 
tional huge amount will be taken out of 
stockholders’ equity, along with the cuts 
now being made due to aboriginal cost 
adjustments. With the various theories 
all in operation, return on net property 
account will be reduced three ways— 
first, due to the reduction of gross plant 
account to aboriginal cost; second, by 
greatly increasing the depreciation re- 
serve ; and, third, by cutting depreciation 
charges through the credit of 53 per cent 
on the reserve. 


ig such a 3-way “squeeze” against 
stockholders were uniformly en- 
forced, and rates adjusted accordingly, 
would there be much of anything left in 
profits? It is fortunate that these three 
new theories have thus far been applied 
only piecemeal, not uniformly on a na- 
tional basis—otherwise the utilities might 
as well give up the fight and sell out to 
public ownership wherever possible. But 
the attempt to apply these new-fangled 
theories will be subject to court review. 

Depreciation has always been consid- 
ered a safeguard against wasting assets, 
and an insurance that investors’ interests 
will be protected. It has not generally 
been treated as a transfer of ownership 
from investors to the public. Hereafter 
the utilities should apply depreciation 
funds to the retirement of bonded debt 
and should so indicate in their accounts. 
Additions to the property should be paid 
for out of fresh capital, rather than out 
of depreciation funds. This could prob- 
ably be done by greater use of sinking 
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funds and other changes in the account- 
ing setup. It might also be worthwhile 
to reinvest part of the reserve (ear- 
marked) in marketable securities. Per- 
haps by these methods the depreciation 
reserves could be restored to their orig- 
inal purpose of protecting the investor, 
instead of being diverted to the so-called 
public interest, the residential consum- 
ers (who are incidentally voters). 

Depreciation charges are apparently 
too large judging from the continued 
rapid growth of the reserves as com- 
pared with gross property account. Total 
reserves for A and B utilities increased 
$811,000,000, or 54 per cent, during the 
period 1937-42, while the utility plant in- 
creased less than $1,000,000 or about 7 
per cent (the small percentage being 
partly due to write-offs). Yet the utili- 
ties have been encouraged by the com- 
missions to increase their depreciation 
charges, presumably on the theory that 
reserves were too small and should be 
built up out of earnings rather than 
through transfers of surplus. But to cut 
down these charges by crediting 53 per 
cent on the reserve merely introduces 
complexities and disarranges the theory 
of reserve accounting. 


> 


Electric-gas Operating Company 
Stocks 


i» previous issues we have listed the 
natural gas and manufactured gas 
stocks, and the electric-gas holding com- 


pany stocks. The table on page 366 
lists practically all the electric-gas operat- 
ing company stocks for which market 
quotations are available. Some of these 
issues are inactive minority stocks (such 
as Louisville Gas & Electric (Ken- 
tucky) and Wisconsin Electric Power) 
which may affect their market prices. 
The list is arranged in the order of 
price-earnings ratios, which in a general 
way reflect quality. The first seven stocks 
in the list are, with one exception, New 
England issues; the high price-earnings 
ratios doubtless reflect the traditional 
New England broad common stock base, 
as well as the favoritism for their own 
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issues shown by investors in this section. 

The price-earnings ratios of 14-16 in- 
clude the large group of “average” elec- 
tric utility companies. Consolidated Edi- 
son falls just below this group in our 
table, but if parent company instead of 
consolidated earnings had been used, the 
ratio would be over 15. The remaining 
issues include principally the smaller and 
less seasoned issues. 


Utility yields are much more unifo 
than those on industrial stocks. Thé 
range in the table below is from 4.4 pe 
cent to 8.5 per cent. Puget Sound Powe 
& Light, which offers the highest yield 
is probably not yet fully seasoned ani 
investors may be awaiting the results oj 
the November vote in the state of Wash 
ington on utility district combinations ti 
purchase private utility properties. 


@ 


ELECTRIC-GAS OPERATING COMPANY STOCKS 


Share Earnings 
Amount 


12 Mos. 


Hartford Elec. Light 
United Illuminating 
Conn. Power 

Lynn Gas & Elec. 
West Penn Power 
Boston Edison 


Commonwealth Edison 

Cleve. Elec. [luminating 

Phila. Electric 

So. California Edison 

Detroit Edison 

Duke Power 

Cons. Gas of Baltimore 

Wash. Rwy. & Elec. units ........ Dec. 
Bangor Hydro-Electric Dec. 
Fitchburg Gas & Elec. ........... Dec. 
C2 June 
TRON ERE En, o's 53 2 6 ce onc os June 
PRO Ra se saleidiesp.0. 8 elses eae June 
Idaho Power 

RUMEN Noe OEE oios a's bares < 38 og bs July 
EAT ESS GE 2 Sa a Dec. 
Wisconsin Elec. Power 

Western Mass. Cos. 

Penn. Water & Power 

Cons. Edison 

Sierra Pacific Power 

Tampa Electric J 
Louisville G. & E. (Ky.) “A” ....June 
Central Hudson G. & E. .......... June 
Central Vermont P. S. ...... Aug. ’43 
Pub. Serv. of Indiana June 
Pub. Serv. of Colorado 

SRGIBEAGONE OE. Ola 6 ot acs oe os June 
Northern Indiana P.S............ July 
Michigan P. S. Dec. 
Central Illinois E. & G. .......... June 
Montana-Dakota Utilities 

Mountain States Power y 
1 US Sage oft I are July 
Puget Sound Poe Ll... 6c June 
PRM RR ORL Esc sah io si Seicas bck Mar. 
Southwestern P. S. 

Calif. Elec. Power 


* Indefinite. 


Yield 
About 


Price Price-Earn. Dividend 
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1.10 
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** Does not make allowance for rate cut and/or special tax (about 30 cents estimated). 
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What Others Think 


Disposition of Surplus War Property 


Wi the sensational developments 
in the European theater of war, 
more and more thought is being given in 
Washington to so-called “reconversion” 
problems, including demobilization, ter- 
mination of contracts, and disposition of 
surplus war goods. In the last-named 
category, much remains to be done by 
way of carrying out or modifying (if that 
is what the administration and Congress 
decide to do) the outline furnished in 
the Baruch-Hancock report on postwar 
policy. 

Any program for the distribution of 
surplus war goods is immediately com- 
plicated by a considerable body of law 
and precedent on the subject which has 
been built up since World War I and 
before. One of the difficult tasks in ad- 
ministering any policy of surplus goods 
distribution will be to reconcile or clarify 
legal procedures in the light of this con- 
siderable background of case law and 
statutory law, including more recent as 
well as pending measures dealing with 
the subject. 

A comprehensive restatement. of this 
legal background, brought pretty well up 
to date, is contained in a timely article 
appearing in the June, 1944, issue of the 
Temple University Law Quarterly by 
Lieutenant Colonel J. Harry La Brum of 
the U. S. Army Signal Corps. Colonel 
La Brum’s 78-page article covers the field 
from the lawyer’s viewpoint since before 
the experiences of World War I, but an 
estimated surplus of four to seven billion 
dollars, accounting for approximately 22 
per cent of the nation’s total expenditures 
for that war, had to be Ka aay: of as 
surplus. 


T took six years to liquidate most of 
that surplus and the approximate per- 
centage of recovery was about 35 per 
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cent. This was an average figure ranging 
from 4 per cent for artillery and ammu- 
nition (plain scrap brought 2 per cent) 
to 62 per cent for railway rolling stock, 
If credit is given for transfer of prop- 
erties from one government agency to 
the other, then over-all coverage percent- 
age might be as high as 44 per cent of 
all surplus war material for World Warl. 

Mistakes were made during that time, 
as might be expected from the fact that a 
considerable portion of the war goods 
surplus was in France when World War 
I came to an end, with no orderly plan 
for disposition in existence. The Federal 
departments competed with one another. 
A field day for speculators began. Fi- 
nally, the War Department in January, 
1919, made the first attempt at codrdina- 
tion by establishing the Office of the Di- 
rector of Sales, and similar action was 
later taken by the Navy Department, 
while the Shipping Board did not get 
around to a sales department until 1921. 
As far as over-all codrdination, that was 
not accomplished until July, 1921, when 
the Office of the Chief Codrdinator was 
established, which set up sales policies for 
the disposition of all surplus goods. 

Much criticism of the wasteful and un- 
planned procedures for unloading surplus 
material in World .War I was made by 
the Graham committee of the House of 
Representatives, which charged that the 
depression of 1920 and 1921 was the out- 
come of such policy or lack of policy. 
Just as an example, one authority points 
out that 15,000 Liberty airplane motors 
were left on the market at the end of the 
first World War—a large percentage of 
which was sold as junk. 

Colonel La Brum’s article reviews the 
basic constitutional and statutory author- 
ity of Congress to dispose of government 
property and sums up with the following 
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Authority may exist in Federal officers to 
sell or otherwise dispose of government 
property either by virtue of specific con- 
gressional enactment or by implication from 
legislation provision. However, it should be 
noted at this point that except in the cases of 
disaster relief and military necessity, Federal 
officers enjoy only restricted powers as lim- 
ited agents; consequently, if no actual au- 
thority exists in these officers under the terms 
or implications of specific legislation, no au- 
thority can be implied or created under the 
doctrine of apparent authority or estoppel. 


HE Baruch-Hancock report, re- 

leased in February, 1944, to James 
F. Byrnes, Director of the Office of War 
Mobilization, laid down the following ten 
principles for the guidance of the Sur- 
plus War Property Administartor : 


1. Sell as much as he can as early as he can 
without unduly disrupting normal trade. 

2. Listen to pressure groups but act in the 
national interest. 

3. No sales, no rentals to speculators, nor 
to promoters. 

4. Get fair market prices for the values 
with proceeds of all sales going to reduce 
the national debt. 

5. Sell as in a goldfish bowl, with records 
always open to public inspection. 

6. As far as practicable, use the same reg- 
ular channels of trade that private business 
would use in disposing of the particular 
properties. i 

7. No government operation of surplus 
war plants in competition with private in- 
dustry. 

8. No monopoly ; equal access to surpluses 
for all businesses; preference to local own- 
ership, but no subsidizing of one part of the 
country against another. 

Scrap what must be scrapped but no 
deliberate destruction of useful property. 

10. Before selling surplus equipment abroad 
assure America’s own productive efficiency 
on which our high wages and high living 
standards rest. 


The report recommends four major 
outlets for actual disposition of goods: 
(1) the Treasury Department for con- 
sumer goods other than food; (2) the 
Reconstruction Finance Corporation for 
capital and producer goods; (3) War 
Food Administration for food supplies ; 
(4) the Maritime Commission for marine 
materials. 

A few days after publication of the 
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Baruch report, President Roosevelt, by 
Executive Order No, 9425, dated Feb- 
ruary 19, 1944, set up a Surplus War 
Property Administrator, who later was 
appointed in the person of William L. 
Clayton. The same order also added a 
fifth agency to the four disposal agencies 
above enumerated. This was the Foreign 
Economic Administration to handle dis- 
position of surplus war property outside 
of the United States. 

Subsequently, Colonel La Brum’s arti- 
cle notes, the Surplus War Property Ad- 
ministration, by Regulation No. 1, dated 
May 8, 1944, added three new agencies 
to the five agencies mentioned for admin- 
istering disposition of surplus property— 
making eight in all. The three new 
agencies were: (1) Navy Department, 
to dispose of combat ships and naval aux- 
iliaries; (2) National Housing Agency, 
to dispose of housing property other than 
that under the War and Navy depart- 
ments; (3) Federal Works Agency, to 
dispose of surplus property of the type 
of facilities financed through FWA. All 
eight agencies would, of course, function 
subject to the Office of Surplus War 
Goods Administration, or whatever other 
top control body Congress decides to set 


up. 


UBLIC utility industries, including 

both the operating and manufactur- 
ing branches, have an understandable in- 
terest in the prospective distribution of 
surplus war goods of a nature which 
might be used in future utility operations. 
This would not only include utility plant 
items such as generating stations now 
being operated at various military and 
naval establishments, floating power 
items, railroad mobile generating items, 
and so forth, but also smaller supplies, 
such as wire, poles, telephone instru- 
ments, and switchboards, and even 
trucks, jeeps, bulldozers, trenchers, and 
ordinary operating, maintenance, and 
construction tools and supplies. 

The electric utilities particularly look 
forward with some anxiety to the dispo- 
sition of generating plants at military es- 
tablishments—many located in strategic 
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areas where they might be tied in with 
either publicly or privately owned utility 
operations, Under a policy giving prefer- 
ence to publicly owned utilities, private 
electric companies might stand little 
chance of picking up any of these prop- 
erties when the military establishments 
they were designed to serve are aban- 
doned or curtailed. 

Despite the spirit of the original 
Baruch-Hancock report, which would 
seem to discourage if not preclude any 
general policy of letting surplus war 


goods get into the hands of government: 


agencies to be operated in competition 
with private business, there is reason to 
believe that privately owned utilities will 
not even stand on an equal footing in 
bidding for these properties in competi- 
tion with public bodies, because of policy 
preferences favoring public bodies which 
have so often and consistently character- 
ized administrative policies of the pres- 
ent Federal government in any field deal- 
ing with public utilities. 

First of all, there has apparently been 
an important change made since the 
Baruch-Hancock report, in the Federal 
agency to dispose of government surplus 
utility plant facilities. The Baruch-Han- 
cock recommendation would have re- 
leased them through the Reconstruction 
Finance Corporation. But it is not certain 
that the Federal Works Agency, suc- 
cessor to the old Public Works Adminis- 
tration, a probable inheritor of its strong 
pro-public ownership policies, will not 
handle the sales, if any, of such property 
by the Federal government. This, at least, 
might be one view of the language of the 
Surplus War Property Administrator’s 
Regulation No. 1 qualifying FWA as a 
disposal agency. 


wo pieces of House-approved legis- 

lation now pending on the Senate 
calendar definitely deal with this subject. 
One is known as the Property Manage- 
ment Act (HR 2795). This would appar- 
ently give the Federal government (in- 
cluding TVA, Reclamation Bureau, etc.) 
first call, followed by state governments, 
municipalities, and public districts and 
nonprofit codperatives in the order 
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named. TVA and Reclamation Bureau 
are known to be interested in Army power 
plants in certain areas which could be 
used to firm their hydro supply after the 
war. 

A definite preference for public bodies 
is not exactly clear in the House-ap- 
proved version of the Property Manage- 
ment Bill, although the language which 
directs the distribution of surplus war 
goods in such a way as to permit states, 
co-ops, etc., opportunity to fulfill their 
function, would seem to imply such a 
preference. There was some talk in Wash- 
ington, however, that Senator LaFollette 
(Progressive, Wisconsin) might seek an 
amendment to make the priority in favor 
of public bodies definite and absolute. 
Whether the Senate will move in this di- 
rection or modify the language of the 
House-approved bill in the other direc- 
tion—more in keeping with the spirit 
of the Baruch-Hancock report—was a 
matter of speculation. 

The other bill passed by the House, 
dealing more definitely with the disposal 
of surplus war goods, is the so-called 
“Colmer Bill” (HR 5125). The Colmer 
Bill as it cleared the House contained no 
clear-cut preference in favor of public 
agencies, but did state a policy allowing 
them “opportunity to fulfill their legiti- 
mate functions.” Whether this amounts 
to a preference is debatable, in view of 
other rather vague statements of policy 
in the bill purporting to safeguard pri- 
vate enterprise, especially small business. 
An attempt, however, to amend the bill 
on the House floor, to knock out mention 
of “cooperatives,” was defeated. 

As these lines were written, a serious 
disagreement with the Senate and the 
House loomed over the Colmer Bill. The 
House favored control of surplus war 
goods disposal by a single administrator. 
A Senate committee, working on com- 
panion legislation, favored control by a 
board. It was thus quite likely that the 
final bill would have to be written in a 
conference between the two houses and 
might even emerge in a form entirely dif- 
ferent from either the House-approved 
version or the bill the Senate was ex- 
pected to pass. 
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Conversion of “Big-Inch” oil pipe 
lines to natural gas is restricted by the 
Colmer Bill. Representatives from coal- 
mining areas succeeded in putting an 
amendment in the Colmer Bill which 
would forbid the sale, without further 
specific congressional approval, of the 
two great pipe lines built to transport 
petroleum supplies to the eastern coast. 
They point out that the only logical 
buyers of the “Big-Inch” lines would be 
natural gas companies, which would, in 
that event, convert them to gas transpor- 
tation and—in the view of these repre- 
sentatives throw thousands of coal 
miners out of work. Three other Colmer 
Bill restrictions of some interest to the 





public utility industries were: (1) that 
no plant costing more than -$1,000,000 
should be disposed of without approval 
of a majority of an advisory board set 
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up under the bill. This board is composed 
principally of Cabinet officers and war 
agency chiefs (2) that disposal of alu- 
minum plants costing more than $5,- 
000,000 should be subject tocongressional 
approval (3) that proceeds from the 
sale of surplus war goods should be ear- 
marked for application toward the re- 
duction of the national debt and no other 


purpose. 


HE above-mentioned article by 

Colonel La Brum did not go into 
these utility ramifications, although the 
author was himself in civilian life a mem- 
ber of a Philadelphia firm quite active in 
matters concerning utility regulation. 
Colonel La Brum, after a broad and 
somewhat scholarly analysis of the over- 
all surplus property disposal picture, in- 
cluding such varied items as real estate 
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tax loss on government property, Lend- 
Lease, machine tools, resale to former 
owners, small business firms, food, air- 
craft, synthetic rubber, and shipping, 
makes one positive conclusion as follows: 


Out of the welter of divergent views on 
the subject of disposition of surplus prop- 
erty one thought emerges as practically unan- 
imous; that is the necessity and desirability 
of placing responsibility for an adequate pro- 
gram in one central agency. In this way it 
is hoped to avoid the errors and uncertainties 
of World War I. 

The Under Secretary of War affirmed this 
policy when he announced that the established 
policy of the War Department was in favor 
of a central disposal body once material has 
been declared surplus to the needs of the pro- 
curing or owning agency. 

One authority on the subject expresses the 
same thought in recommending the creation 
of a Federal War Surplus Sales Board, to be 
managed by business executives, with labor 
representatives and other advisory groups. 
The appointment of industrial advisory com- 
mittees for each important commodity (per- 
haps twenty-five to fifty major commodities 
are suggested) to function in an advisory 
capacity to this central agency is proposed. 
This plan includes staffing such a board with 
trade experts, sales, and promotion personnel, 
and divisions relating to advertising, public- 
ity, transportation, and claims. On the other 
hand, it has been said that there is no real 
necessity of creating any new government 
agency to dispose of war surplus; that the 
present government agencies are competent 
to dispose of material falling within their 
jurisdiction. 

Present executive procedure under Exec- 
utive Order 9425 and the Surplus War Prop- 
erty Administration created thereby, con- 
sists of the use of a policy-making group 
headed by the Surplus War Property Ad- 
ministrator, but contemplates the utilization 
of existing government departments and 
agencies for the sale of material specifically 
assigned to those agencies for disposal. 


He adds that industry has also ex- 
pressed the same idea with respect to 
placing the responsibility in a single in- 
dependent commission for adequate dis- 
posal policies. Perhaps something like 
this will be done, but not unless Congress, 
in the process of enacting pending re- 
conversion legislation, makes allowance 
for such adequate leeway. 


OME indication that the Rural Electri- 
fication Administration is actively 
seeking to obtain for government-subsi- 
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dized codperatives a priority right to pur- 
chase millions of dollars worth of elec- 
tric generating equipment owned by the 
United States was seen in a news story in 
the New York Herald Tribune of Au- 
gust 20th, which purported, without 
naming utility executives, to reflect their 
reaction. The Herald Tribune item 
stated : 


Built by the government to power marginal 
munitions plants, the fate of some 350,000 
kilowatts of generating capacity, scattered 
among highly industrial sections as well as 
in outlying regions, is being questioned. REA 
asserts that this power plant, plus four 30,000- 
kilowatt floating plants and other mobile 
units, should be reserved for codperatives. 

Besides fearing that the government, if 
not through REA, then through some other 
agency, may use this plant as the nucleus 
for further tax-financed encroachments on 
private utilities, utility men challenge REA’s 
move as an attempt to secure unfair advan- 
tage over private utilities in the purchase of 
surplus war property. 


Alarm of the utility industry was said 
to stem from recent testimony of Claude 
R. Wickard, Secretary of Agriculture, 
before the House Committee on Depart- 
mental Expenditures, in connection with 
the Surplus Property Act of 1944. In 
substance, Wickard declared that REA 
had allotted $110,000,000 to codperatives 
and was ready to allot another $100,000,- 
000 to others to be spent on improve- 
ments and extensions when materials 
are available. He expressed hope that 
“a large share” of the generating plants 
and other electric equipment which be- 
comes available would be reserved for 
cooperatives. 

The Herald Tribune story, comment- 
ing on this, made the following state- 
ment: 


Utility men feel, on the other hand, that 
if anyone should have access to such plant 
and equipment, it should be themselves, In 
any event, they argue, the property should 
be allowed to go to the highest bidder. 

Development of additional rural business 
is high on the list of projects to be taken by 
the private utilities when hostilities cease, 
executives who commented on the REA plan 
declared, explaining that private utilities still 
serve two out of every three farms wired for 
electricity, despite the existence of some 
rural cooperatives throughout the country. 
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It is noteworthy that while requesting 
a large share of the equipment for codp- 
eratives, Mr. Wickard did not_specify 
what properties were desired. There is 
speculation whether, if REA is to be 


so favored, other government power- 
producing agencies will not immediately 
lay claim to the sale of government- 


owned plant. 
—F. X. W. 





Courts Back SEC “Death Sentence’”’ 


EDERAL District courts, and in many 

instances United States Circuit Courts 
of Appeals, have given 100 per cent sup- 
port to the Securities and Exchange Com- 
mission in its determination of what is 
“fair and equitable,” in voluntary plans 
submitted under § 11(e) of the Holding 
Company Act and approved by the com- 
mission, according to a recent survey, 
said T. J, O’Connell in the New York 
Herald Tribune of August 20th. 

The importance of the § 11(e) plans, 
said Mr. O’Connell, is that they are ac- 
tually the “death sentence” provisions of 
the act in operation, whether they are 
purely voluntary, or in anticipation of ac- 
tion against the companies by the com- 
mission under § 11(b), or in direct re- 
sponse to orders to effect compliance. 

The § 11(e) plans are always for the 
purpose of effecting compliance with the 
provisions of § 11(b) (1)—geographical 
integration—or § 11(b) (2)—corporate 
simplification — otherwise known as the 
“death sentence” provisions. They are 
not to be mistaken for voluntary plans in- 
volving refinancing proposals, which have 
no bearing on § 11(b), Mr. O’Connell 
emphasized. 


URING the last two years all of the 

following § 11(e) plans taken to the 
Federal District courts for enforcement 
orders, after the commission approved 
them, and in some instances to the Fed- 
eral appellate courts, have been upheld: 
Columbia Oil & Gasoline Corporation, 
dissolution ; Puget Sound Power & Light 
Company, reorganization; United Light 
& Power Company, dissolution ; United 
Public Utilities Corporation, partial dis- 
solution ; Southern Colorado Power Com- 
pany, reorganization; North American 
Gas & Electric Company, dissolution; 
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Central States Power & Light Corpora- 
tion, dissolution; North Continent Util- 
ities Corporation, dissolution; Consoli- 
dated Electric & Gas Company, dissolu- 
tion; Clarion River Power Company, 
merger; American Gas & Power Com- 
pany, partial dissolution; International 
Utilities Corporation, reorganization and 
merger; Jacksonville Gas Company, re- 
organization ; Community Power & Light 
Company, reorganization; Great Lakes 
Utilities Corporation, dissolution. 

The United Light & Power Company 
dissolution plan was unanimously ap- 
proved by the Federal District Court and 
the United States Circuit Court of Ap- 
peals for the Third Circuit. It is now 
pending before the United States Su- 
preme Court for review on appeal by Otis 
& Co. 

The reorganization plan of Southern 
Colorado Power Company was approved 
by the Federal District Court but is now 
pending before the United States Circuit 
Court of Appeals for the Tenth Circuit 
for review on appeal by a preferred 
stockholder. 

Another plan, that of Laclede Gas 
Light Company, recently was approved 
in the Federal District Court in St. Louis. 


N of these § 11(e) plans, with but 
one or two exceptions, were con- 
tested either by security holders or by the 
indenture trustees. 

In addition to these, a great many plans 
for compliance with the provisions of 
§ 11(b)—geographical integration and 
corporate simplification — have gone 
through without any court enforcement 
whatever. This came about, Mr. O’Con- 
nell explained, because they were of such 
a nature as to be capable of being put 
through by the companies involved with- 
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out court help, and because no objections 
were raised by security holders or others. 

In most instances the plans when sub- 
mitted have the tacit approval of the staff, 
at least in their major elements, before 


hearings are held. This codperation has 
saved much valuable time and expense 
for the officials of the holding companies 
and the representatives of the govern- 
ment. 





A Symposium on the NARUC 
Depreciation Report 


, I ‘HE much-discussed proposed re- 

port of the National Association of 
Railroad and Utilities Commissioners 
was the subject of brief articles by three 
well-known authors on regulatory sub- 
jects in the May issue of The Journal of 
Land & Public Utility Economics. Fa- 
voring the report was Asel R. Colbert, 
chief of the accounts and finance depart- 
ment of the Wisconsin Public Service 
Commission. Mr. Colbert is a member of 
the special committee, headed by Com- 
missioner Nelson Lee Smith of the FPC, 
which prepared the report and his conclu- 
sion frankly states: 

The writer has been a member of the 
NARUC Depreciation Committee since its 
inception in 1937 and has participated ac- 
tively in the work of preparing the report. 
In these circumstances it is difficult to as- 
sume a completely disinterested attitude in 
appraising the worth of the document. How- 
ever, viewing the report objectively, it is the 
opinion of the writer that it is worthy of 
careful study by all interested in regulatory 
matters. It will no doubt lend impetus to the 
movement already well under way for de- 
preciation accounting by all utilities. Like- 
wise, it should assist materially in bringing 
into general application a consistent treat- 
ment of depreciation in rate cases so that 
in the future there will probably be a greater 
tendency toward the use of depreciation as 
recorded in the accounts for purposes of 
both the annual expense and the deduction 
of accrued depreciation in rate base deter- 
minations. 


ROFESSOR James C. Bonbright of the 

School of Business, Columbia Univer- 
sity, was also generally favorable to the 
report and also mildly critical, He thinks 
the report reaches the “right conclusions 
for the wrong reasons.” By “wrong rea- 
sons” he refers not to all the arguments, 
but principally to the contention that a 
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straight-line reserve can be expected to 
measure “with reasonable accuracy” the 
actual depreciation of physical properties 
of a utility company. Professor Bon- 
bright thinks this claim is going too far 
and that it is unnecessary in order to jus- 
tify the validity of the straight-line 
method. He concludes: 


oe I believe that a final judgment 
on the precise relationship between an ap- 
propriate accounting allowance for depre- 
ciation on the one hand, and so-called “actual 
depreciation” on the other hand, must await 
a more satisfactory answer than we now have 
to the prior question: What is the meaning 
of “actual depreciation”? At the present time 
I am doubtful whether it will be possible to 
reach an agreed-upon definition sufficiently 
precise so that the term will lend itself to 
scientific quantitative measurement. Mean- 
while it seems to me that the practical argu- 
ments in favor of straight-line depreciation 
accounting, some though not all of which 
have been set forth in the NARUC report, 
are so strong that they justify the general 
adoption of this form of accounting quite 
without reference to the question whether 
or not a straight-line reserve can be said to 
measure “actual depreciation” with “rea- 
sonable accuracy.” 


Ieee S. Reapy, consulting engineer 
of San Francisco, thinks that the re- 
port is a “real contribution to the subject 
of depreciation accounting” and that 
“most of the conclusions and recom- 
mendations appear sound.” He takes 


pointed exception, however, to the 
NARUC committee’s so-called “recom- 
mendation No. 42.” In a few words, this 
states that while the sinking-fund method 
of depreciation accounting may some- 
times be used in rate making (when it is 
impracticable to determine accrued de- 
preciation), the interest rate employed 
under such circumstances “should be the 
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“BUT, LADIES, THERE NEVER HAS BEEN A CASE OF A TELEPHONE 
POLE STRIKING A MOTORIST EXCEPT IN SELF-DEFENSE” 


same as the rate of return” which is ap- 
plied to the undepreciated rate base. Mr. 
Ready’ thinks that in this choice between 
two extremes — (1) the straight-line 
formula, or (2) sinking-fund formula 
with interest rate equal to return—it is 
doubtful whether either extreme fulfills 
the object of accruing reserve at the same 
rate as that of the accruing depreciation. 
Mr. Ready states: 


Mar The conclusion and recommen- 
dation of the committee — that either the 
straight-line formula or the sinking-fund 
formula, with the fair rate of return as the 
interest rate, be used—propose the use of 
one of two extremes neither of which is cor- 
rect. The aim should be to apply the partic- 
ular formula which meets the. requirements 
of sound and mathematically correct depre- 
ciation accounting and this should contem- 


plate a basis lying somewhere between these 
extremes. 


._ current article of interest 
along thisline, although dealing with 
the broader field of establishing a “pru- 
dent investment rate base” in the light of 
the recent Hope Natural Gas decision, 
is the contribution by Dr. John Bauer, di- 
rector of the American Public Utilities 
Bureau, in the June, 1944, issue of The 
Yale Law Journal, page 495. Dr. Bauer 
reviews the problems of judicial valua- 
tion concepts set in motion by Smyth v. 
Ames in 1898 and subsequent decisions, 
and arrives at the conclusion, generally, 
that the Hope Natural Gas Case has made 
it possible for commissions to set up a 
most precise and practical rate base which 
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is virtually a translation of original cost 
accounting minus the amount of accrued 
depreciation. 

In determining accrued depreciation, 
Dr. Bauer’s suggestions did not seem to 
this writer to postulate any great degree 
of precision. For one thing, he suggests 
that where a utility depreciation reserve 
has been established in excess of actual 
depreciation requirements (as charged 
against the Bell system by the FCC spe- 
cial investigation report, incidentally), 
the amount of such reserve should be de- 
ducted as accrued depreciation, even 
though such an amount of depreciation in 
the physical property has, admittedly, not 
occurred. On the other hand, where (as 
Dr. Bauer says is much more generally 
the case) utilities have not set aside suffi- 
cient funds to take care of depreciation, 
the amount of actual depreciation accrued 
should be the measure of the deduction. 


Aside from the superficial “‘heads-I- 


win, tails-you-lose” appearance of this at- 
titude, Dr. Bauer’s general outline for 
arriving at a determination of actual ac- 
crued depreciation hardly suggests exact 


mathematical procedure. He states: 


Establishment of the initial depreciation 
requires inspection and testing of physical 
wear and decay and also calculation of func- 
tional decline. Physical depreciation is due 
to the deterioration of existing plant units 
and can, to a large extent, be determined by 
inspection and measurement. But functional 
depreciation, either obsolescence due to tech- 
nological advances or inadequacy caused by 
increasing service requirements, is not due 
to conditions embodied within the actual 
plant units, but rather to the greater efficiency 
or other superiority of available substitutes. 
As better suited units become available, the 
ones in service depreciate accordingly by loss 
in total remaining serviceability. Determina- 
tion of functional decline, therefore, depends 
upon service comparisons of actual with 
available plant units, considering relative op- 
erating efficiency, required repairs, deprecia- 
tion, and other expenses incurred in regular 
operation. The superiority of available sub- 
stitutes is offset by the depreciation of the 
actual units, for the return on the depre- 
ciated sum plus the greater relative operat- 
ing expenses of the actual units equals, in 
relation to a given volume of regular pro- 
duction or service output, the return on the 
full cost of the available substitutes plus 
their lower operating expenses. The depre- 
ciation deduction thus produces capital equiv- 
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alence between the existing units and the full 
capital cost of the available. Such determina- 
tions involve considerable factual uncer- 
tainties and rough approximations, but they 
must be made if a definite accounting rate 
base is to be provided for the future needs 
of workable regulation. 


| ke is noteworthy from the foregoing 
that Dr, Bauer, whose own background 
of experience has been and is largely in 
the field of appraisal and physical estima- 
tion of depreciation, apparently distrusts 
the absolute verity of cold-blooded book- 
keeping conclusions derived principally 
from life tables, although he states that 
he generally is in sympathy with the FPC 
accounting classifications and recent rec- 
ommendations of the NARUC Deprecia- 
tion Committee. He added, however : 
Specific and detailed accounting 
for current changes in plant and accrued de- 
preciation still does not provide, however, 
satisfactory data for the calculation of a 
prudent investment rate base, unless proper 
initial adjustments are also made in regard 
to present existing plant and depreciation. 
As to the prudent investment rate base, 
which Dr. Bauer sees as directly fore- 
shadowed by the Hope Natural Gas de- 
cision, the company would get a return 
only on its own actual or unimpaired in- 
vestment, meaning original cost—minus 
accrued depreciation, and the amounts of 
other “consumer contributions” which 
have been financed through charges to op- 
erating expenses. Thus he approves the 
FPC’s disregard, as a rate base item in 
the Hope Natural Gas Case, of some 
$17,000,000 of well-drilling costs pre- 
sumably financed out of past operations. 
This reviewer was led to speculate how 
Dr. Bauer, or for that matter the Su- 
preme Court, might view this situation: 
Suppose previous so-called improper 
charges to operating expenses, year after 
year, had, according to the Hope Natural 
Gas Case view, resulted in accumulated 
unearned benefits to the corporation equal 
to, or in excess of, the entire cost of the 
property. Would the rate base then be 
set up as nothing, or even a minus figure, 
with the title of the property moving to 
the consumers, or with the company con- 
tinuing to operate merely as a nonprofit 
trustee? 
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Would the utility’s owners, in the event 
of a “minus rate base,” so determined, 
become actually liable in an action by con- 
sumers to recapture the excess amount 
of past contributions — and thereby be 
obliged to put some money back into a 
business they no longer owned? Should 
the present generation of ratepayers, in 
a contrary situation (1.e., where past 


operations had not been profitable on any 
cost basis), be subjected to rate increases 
necessary to amortize past deficits ? Does 
not such a reductio ad absurdum challenge 
the wisdom of abandoning the “over-the- 
dam” theory which is just as practical a 
limitation in the field of regulation as 
ordinary statutes of limitations in the field 
of tort and contract law? 





Independence for Regulatory Agencies? 


Berge that plumb the depths 
of the democratic system, along 
with its inherent weaknesses and its 
strength, are involved in the work of 
James W. Fesler entitled “The Independ- 
ence of State Regulatory Agencies.” 

Mr. Fesler, associate professor of 
political science at the University of 
North Carolina, explains that his inquiry 
is intended to supplement Professor 
Robert E, Cushman’s “The Independent 
Regulatory Commissions.” The prin- 
cipal purpose of his study, he says, is “to 
explore and evaluate alternative organi- 
zational arrangements.” Professor 
Fesler, of course,-is dealing with “in- 
dependence” in terms of the extent to 
which regulatory commissions should be 
submissive to other branches of the state 
government, particularly the governor 
and the legislature. 

He presents an able summary of other 
thinking on the subject (well docu- 
mented), together with his own some- 
what broad conclusions—which, to say 
the least, leave the problem pretty much 
unsolved; but there.is much food for 
thought throughout. The politician, 
whose interest in good government is 
rather relative, will get some encourage- 
ment from the general admission that, on 
the surface, it would appear that things 
are going along about as well as could 
be expected under the democratic sys- 
tem. 

However, the sincere student of gov- 
ernment, whose concern is with the pub- 
lic interest and all of the elements in- 
volved, also will take much comfort in 
the fact that much thought has been de- 
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voted to the question of independence. 
There is evidence that improvement is 
being made and that commissions can be 
expected to take increasing cognizance of 
their responsibilities, regardless of the 
extent to which they are controlled by the 
legislature, the governor, or even the 
courts. In fact, these branches them- 
selves may be expected to show con- 
tinued progress in developing a sound 
philosophy of their own responsibility. 


} apnea Fesler significantly sug- 
gests that “each community gets the 
government it deserves and desires,” as 
summarizing his thesis. He adds that the, 
regulatory problem will be solved in each 
state in the degree that the standards of 
its state government rise. Standards, he 
says, will be set by the persons whom the 
people elect as legislators and governors, 
adding that “no tinkering with machinery 
can produce the degree of responsiveness 
to enlighten public opinion, the level of 
efficient performance, and the capacity 
for impartial consideration of cases on 
their merit that will characterize the gov- 
ernment of a people that deserves, de- 
sires, and demands good government.” 
The definite impression one gathers 
from this inquiry is that it would not be 
healthy to set up a regulatory commis- 
sion wholly independent of control by 
other branches of the government. How- 
ever, the degree to which government 
control should be exercised is the big 
question and depends upon many cir- 
cumstances. A commission with legisla- 
tive, administrative, and quasi judicial 
powers indeed faces a monumental task 
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in attempting to attain anything ap- 
proaching complete adequacy of per- 
formance. It seems that keeping as close 
as possible to the public pulse and under- 
standing the myriad of events which may 
affect that pulse tend toward increasing- 
ly better service. 

Involved, then, is simply the demo- 
cratic process at work—assuming that. 
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the people elect a good governor, a good 
legislature, and good men are appointed 
on the commissions. 

—C.A.E. 


THE INDEPENDENCE OF STATE REGULATORY 
AcEnciEs. By James W. Fesler. Publica- 
tion No. 85. Public Administration Sery- 
ice, 1313 East 60th Street, Chicago, 
Illinois. 1942. $1.50. 





& ountry Gentleman Surveys 


opr for the national farm maga- 
zine, Country Gentleman, by the re- 
search department of The Curtis’ Pub- 
lishing Company, a recent 34-page book- 
let entitled “Rural Electrification —a 
Postwar Market Forecast” presents a 
challenging survey of possibilities for 
rural electrification by the electric indus- 
try, as well as the cooperative movement 
sponsored by the Rural Electrification 
Administration. 

The high lights of this booklet, as sum- 
marized therein, are as follows: 


1. It is estimated that electric service could 
be extended to 5,131,483 new rural consumers 
in the United States under proposed state 
rural electrification programs now contem- 
plated for the war and postwar periods. Ap- 
proximately 11.2 per cent of these potential 
consumers would be connected in the war 
and postwar transition periods. 

2. It is believed that such a program could 
be made self-liquidating if proper “stand- 
ards of feasibility” are established and con- 
sistently maintained and if the principle of 
“area coverage” is followed. 

3. To carry out this program it is estimated 
that: 


(a) Total costs and expenditures would 
aggregate at least $3,502,472,000, of which 
approximately 14.3 per cent would be spent 
in the war and postwar transition periods. 

(b) 1,751,752 miles of line would be re- 
quired costing $1,590,315,000. Of these 
amounts, about 9 per cent of the line miles 
would be constructed and 10.3 per cent of 
the cost would be incurred in the war and 
postwar transition periods. 

(c) A total of $571,389,000 would be 
spent for wiring, about 13.1 per cent of 
which would be expended in the war and 
postwar transition periods. 

(d) Rural consumers would buy at least 
$960,186,000 worth of farm and home elec- 
trical equipment. Of this amount, they 
would probably spend about 19.3 per cent 
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during the war and postwar transition 

periods. 

(e) Rural consumers would install at 
least $380,585,000 worth of plumbing equip- 
ment, of which about 20.7 per cent would 
be bought in the postwar transition pe- 
riod. 

4. The greatest development in postwar 
rural electrification, in terms of new con- 
sumers and total expenditures, will probably 
occur in the South Atlantic, East North 
Central, East South Central, West North 
Central, and West South Central regions. 


5. With respect to the total costs and ex- 
penditures of the program, it is estimated 
that : 


(a) $150,000,000 or more will be spent 
in each of 4 states. 
(b) From $100,000,000 to $150,000,000 
will be spent in each of 11 states. 
(c) From $50,000,000 to $100,000,000 
- will be spent in each of 12 states. 
(d) From $10,000,000 to $50,000,000 will 
be spent in each of 13 states. 
(e) Less than $10,000,000 will be spent 
in each of the remaining states. 


£ few booklet goes on to say that rural 
electrification is one of the brightest 
spots on the postwar horizon, “mutually 
beneficial to both rural populations and 
private industry.”’ One of the most attrac- 
tive features of the Country Gentleman 
survey is the series of ten graphic illus- 
trations dealing with the breakdown of 


‘electrified farms by region ; estimated po- 


tential rural electric customers ; estimated 
cost of serving the same, also broken 
down by states ; estimated cost and mile- 
age of new line construction; cost of 
farmstead wiring; a state-by-state break- 
down of farm and home equipment ex- 
penditures, with a similar illustration for 
plumbing expenditures. 
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There are several items revealed by 
these charts of passing interest, There 
is the fact that while the percentage of 
electrified farms to date varies from 21.9 
in the East South Central United States 
to 89.5 in the Pacific area (general aver- 
age 44.9), the per cent of wired rural 
nonfarm dwellings varies only from 53.8 
per cent in the West South Central to 84.2 
per cent in the Pacific area (general aver- 
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age 73.4). Again, the proposed postwar 
rural electrification expenditures would 
be most heavy in neither the wide open 
spaces of the far West nor the more afflu- 
ent East. The four states in each of which 
over $150,000,000 would be spent are 
Texas, Missouri, Kentucky, and Ten- 
nessee. Comparatively little would be 
spent in New England and Mountain 
states regions. 





More Electric Energy for the Farmer 


ewes and distributors of 
electrical equipment and appliances 
have a tremendously large field for the 








development of a market among thou- 
sands of American farmers who would 
increase their profits by greater use of 
electric energy. This is the opinion of 
Frank E. Watts, executive of The Farm 
Journal, who admits that the farm mar- 
ket is by no means a new one but one 
which has been decidedly neglected. Mr. 
Watts’ views were expressed in a bro- 
chure entitled “Distribution—The Bot- 
tleneck of Farm Electrification.” 
Recognizing that it is more difficult to 
develop a sales plan for farm communi- 
ties than for urban communities, Mr. 
Watts nevertheless placed the responsi- 
bility squarely on the shoulders of the 
electrical industry to provide the farmer 
with a distribution service that satisfac- 
torily meets his needs and requirements. 
He concluded: 
2 . farm electrification will have a far- 
reaching effect upon the social and eco- 
nomic welfare of the nation. Agriculture and 
industry today more fully recognize the in- 
terdependence of each upon the other. Agri- 
culture must be prosperous if industry is to 
prosper and vice versa. America needs more 
family farms which are more profitable. 
Coupled with other forces now at work, elec- 
tricity will contribute largely to this de- 
sirable end, and herein lies a powerful and 
motivating force for the purchase of elec- 
bear 0 equipment for greater production at a 
profit. 


Mr. Watts said in the postwar period 
the farm will represent the first market 
of the electrical industry because the 
farmer is assured of a market for all that 
he can produce and will be less apt to 
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hesitate to make purchases, whereas the 
industrial worker, facing uncertainty of 
permanent employment, will be more 
conservative in spending whatever sav- 
ings he may have accumulated. 


R. WaTTs indicated the threat of 

REA coéperatives to go into the 
equipment and appliance sales business 
has been brought on by a lack of ade- 
quate distribution forces in private in- 
dustry. He saw some danger in develop- 
ment of such codperative sales organi- 
zations if they operate in a manner which 
will not return them sufficient profit to 
promote the market and will at the same 
time destroy private industry’s efforts. 
He urged strongly that any sales organ- 
ization should be correlated with com- 
petent service organizations — to assure 
the farmers that their equipment will 
always be kept in repair. 

Mr. Watts listed 120 uses for electric- 
ity on the farm and 90 uses in the farm 
home. He said that of the 2,550,000 
farms electrified, over 2,150,000 are 
without electric ranges, more than half 
of the electrified farms are without wash- 
ing machines, 1,500,000 have no radio, 
2,000,000 have no electric ironer, over 
half have no vacuum cleaner, 500,000 
dairy farms have no electric milker; 
there is a demand for hundreds of thou- 
sands of cream separators, over 700,000 
farms are without milk coolers, 1,750,000 
are without a modern water system. 

Mr. Watts emphasized repeatedly that 
the effective sales approach to the farmer 
was that he could increase his produc- 
tion and make more profit at less cost. 
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REA Postwar Grant Proposed 


A PROPOSAL for an additional $700,000,000 
grant by Congress to the Rural Electrifica- 
tion Administration for construction of new 
lines over a 5-year postwar period was ad- 
vanced in St. Louis last month by the planning 
committee of the National Rural Electric 
Cooperative Association following a 2-day 
meeting with the association’s executive com- 
mittee. 

The grant, committee members indicated, 
when lent to codperatives, would build enough 
new lines to electrify approximately 80 per cent 
of the farm homes in the United States. The 
proposal was approved by the executive com- 
mittee and was scheduled to be submitted to 
REA. 

E. J. Becker, Petersburg, Illinois, chairman 
of the committee, said that construction which 
could be done through use of the money would 
provide 380,000 man years of work. The com- 
mittee adopted a resolution favoring employ- 
ment of veterans in all phases of work. 

Becker said that the $700,000,000 figure was 
reached after a nation-wide survey of rural 
electric codperatives to learn the amount of 
construction which could be undertaken. 

E. J. Stoneman, Platteville, Wisconsin, head 
of the association’s executive board, praised 
the record made by the 879 borrowers of REA 
funds. Congress has made available approxi- 
mately $525,000,000 for rural electrification 
since 1935, of which $501,000,000 has been al- 
lotted. Although only $60,000,000 in REA 
loans has come due as yet, borrowers already 
have paid back $77,000,000, many REA codp- 
eratives making advance repayments, it was 
reported. 

REA, which halted its mass construction 
activities in July, 1942, because of the shortage 
of critical materials, has on file completed ap- 
plications for $49,000,000 worth of new con- 
struction for which loan allotments have been 
made from previously appropriated funds. In 
addition, the agency has on file applications for 
loans totaling more than $113,000,000. 


SEC Receives Financing Plan 


HE Ohio Edison Company last month filed 
with the Securities and Exchange Com- 
mission a declaration covering a general pro- 
gram of financing which includes the retire- 
ment of $52,446,000 principal amount of its 
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outstanding 4 per cent bonds and 198,952 shares 
of its preferred stock, $6 and $5 series, out- 
standing in the hands of the public. 

Commonwealth & Southern Corporation, 
Ohio Edison’s parent, joined in the application 
for authorization to effect the proposed trans- 
actions. 

Funds for the program will be obtained by 
the issuance and sale of $30,962,000 principal 
amount of 30-year bonds of a series bearing 
interest at a rate not to exceed 34 per cent an- 
nually; by borrowing $10,000,000 from banks 
on instalment notes bearing interest at 23 per 
cent annually ; by the issuance and sale of 180,- 
000 shares of new preferred stock of a series 
having a dividend rate not to exceed 44 per 
cent annually ; and by the use of approximately 
$17,000,000 in cash. 

Commonwealth, for its part, will make con- 
tributions to Ohio Edison’s common stock 
equity by transferring to it all of the outstand- 
ing shares of Pennsylvania Power Company, 
consisting of 110,000 shares with an under- 
lying book value of $4,516,521, donating its 
right to receive the $1,149,707 cash cost of 
12,134 shares of Ohio Edison’s $6.60, $7, and 
$7.20 series surrendered and canceled on De- 
cember 31, 1943, and surrendering for cancel- 
lations to Ohio Edisoh 1,162 shares of the lat- 
ter’s preferred stock, $6 series, at its cash cost 
to Commonwealth of $96,555. 

It is not proposed in the program to retire 
the $26,089,000 principal amount of Ohio Edi- 
son’s 3¢ bonds, due 1972. 


MVA Proposed in Senate 


A PROPOSAL to set up a Missouri Valley Au- 
thority to undertake the unified develop- 
ment of power, navigation, and flood-control 
projects throughout the nine states of the Mis- 
souri basin was advanced last month by Sena- 
tor Murray, Democrat of Montana. 

The Murray Bill would set up a 3-man com- 
mission (patterned after the Tennessee Valley 
Authority) which would assume control of 
dams and other projects in the 530,000-square- 
mile area drained by the Missouri river and 
its tributaries. 

Senator Murray offered no estimate of the 
cost of the undertaking in a statement in which 
he said the territory affected would include 
substantial areas in North and South Dakota, 
Montana, Wyoming, Colorado, Nebraska, 
Iowa, Kansas, and Missouri. 
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Under the legislation, the MVA would be an 
independent government agency, headed by a 
board of three directors, appointed by the 
President, one of whom would be named chair- 
man. The board members, after original terms 
of three, six, and nine years, would be ap- 
pointed for 9-year terms and would draw an- 
nual salaries of $12,500. 

Under the bill, the states would receive 5 per 
cent of the gross revenue received from water 
and power projects, the apportionment to be 
based on the value of property managed by 
the agency within the state. The MVA would 
be empowered to acquire any projects neces- 
sary to its operations. 

Governor John Moses of North Dakota ex- 
pressed opposition to the bill subsequently in- 
troduced by Senator Gillette of Iowa which 
would create an MVA giving first considera- 
tion to navigation. 

“North Dakota and the other upper Missouri 
river valley states never can subscribe to a 
Missouri Valley Authority which does not 
recognize the just claims of irrigation for 
priority to Missouri river waters over naviga- 
tion,” the governor declared. 

The Murray Bill was labeled by western 
water experts as “a threat to the entire West 
and its future.’ They predicted the measure 
probably would “not even have the support of 
the Senator’s home state.” ; 

Colorado’s state attorney general, Gail L. 
Ireland, said Senator Murray’s proposal would 
“blow our entire western civilization all to 
hell.” Ireland said he had not seen the measure 
and had not had a chance to study it, “but from 
reports it sounds like an exceedingly dangerous 
proposal. It would undo everything that we 
in the West have been trying to do.” 


Upholds Land Grant Rates 


N a letter placed in the record as the Senate 
Interstate Commerce Committee recently 
ended hearings on measures to terminate land 
grant rates, Secretary Forrestal stated that re- 
peal of railroad land grant freight rates to the 
government would cost the Navy $80,000,000 
to $90,000,000 a year during the war period. 
He also maintained the question of repeal was 
one for Congress to decide. 

A special 50 per cent discount on war supply 
shipments applies on rail routes over land orig- 
inally given to the railroads by the government. 
Mr. Forrestal’s letter called attention to the 
view of Harold D. Smith, Budget Director, 
that government war costs would rise $20,000,- 
000 a month in rail transport charges. 

In other letters J. Monroe Johnson, Director 
of the Office of Defense Transportation, fa- 
vored rate repeal, while Jesse Jones, Secretary 
of Commerce, opposed it during wartime. 

R. V. Fletcher, vice president of the Ameri- 
can Association of Railroads, contended the as- 
sessed value of all the land involved was only 
$34,136,345 and that the discount benefit to the 
government, running at approximately $20,- 
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000,000 monthly, long ago had balanced the 
railroad obligation. 

Creation of a permanent 3-member Federal 
transportation authority, charged with codrdi- 
nating rail, motor, and water transportation 
throughout the country, was proposed in a bill 
introduced last month by Senator Lister Hill, 
Democrat of Alabama. 

The bill also would assure that all transpor- 
tation rates and charges “shall be free from 
discriminations, preferences, prejudices, and 
inequalities,” a provision which was interpreted 
as aimed at the present rail freight rate struc- 
ture, which the South claims discriminates 
against its industrial progress. 





Refinancing Plan Approved 


HE Securities and Exchange Commission 

recently approved the Mississippi Power 
& Light Company’s refinancing program, in- 
cluding the issuance and sale of $12,000,000 of 
first mortgage bonds due in 1974. 

Mississippi also will issue to Central Han- 
over Bank & Trust Company, New York, $2,- 
000,000 in 2? per cent promissory notes, to be 
paid in 20 semiannual instalments beginning in 
March, 1945. 

Under the refinancing plan, Electric Power 
& Light Corporation, Mississippi’s parent, will 
surrender 20,182 shares of the subsidiary $6 
preferred stock. Mississippi-will then change 
the stated value of its outstanding 500,000 
shares of common stock—all owned by its par- 
ent—from $2,500,000 to $4,750,000. 

Proceeds from the sale of securities, to- 
gether with treasury cash, will be used to re- 
deem $15,000,000 of Mississippi’s 5 per cent 
first mortgage gold bonds, due 1957, at 1024 
plus accrued interest. 

Mississippi will change its articles of incor- 
poration to confer voting rights on the remain- 
ing outstanding shares of $6 preferred stock. 

The commission also permitted Mississippi 
to shorten the period for inviting competitive 
bids on the new bonds from ten to six days. 

As conditional to approval of the plan, Mis- 
sissippi was ordered to create by December 
31st a contingency reserve of $180,000 for the 
disposition of capitalized intrasystem profits 
contained in its gas plant account and to make 
other necessary accounting adjustments. 


Offers Plan to SEC 


ps Electric Power & Light Company and 
its subsidiary, Arkansas Power & Light 
Company, last month filed with the Securities 
and Exchange Commission a joint declaration. 
covering certain proposals, consummation of 
which will enable Arkansas to make the ac- 
counting adjustments ordered by the Arkansas 
Department of Public Utilities and, at the same 
time, effect simplification of its corporate 
structure. 

Summarized, the program covers the sur- 
render by Electric to Arkansas for cancellation 
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of 7,697 shares of $7 preferred stock and 1,- 
233,638 shares of no par value common stock 
of Arkansas owned by Electric; the payment 
to Arkansas of $4,000,000 and the receipt by 
Electric from Arkansas of 1,070,000 shares of 
the latter’s $12.50 par value common stock. 

Arkansas will cancel 891 shares of reac- 
quired $7 preferred and 453 shares of reac- 
quired $6 preferred stock now held in its 
treasury ; restate the $7 and $6 preferred stocks 
on its books at their liquidating value of $100 
a share; redeem 39,934 shares of the $7 pre- 
ferred stock at $110 a share, plus accrued divi- 
dends, such shares to be selected by lot, and 
create through such steps a capital surplus of 
$3,730,963.62, which would be used to make 
the required accounting adjustments. 


Gets Time Extension 


HE Securities and Exchange Commission 

recently granted the Cities Service Power 
& Light Company a year’s extension of time in 
which to comply with provisions of the Hold- 
ing Company Act. : 

On August 17, 1943, the commission ordered 
the company to limit its operations to a single 
integrated system composed of the Toledo 
(Ohio) Edison Company, the Ohio Public 
Service Company, and the Alliance (Ohio) 
Public Service Company by disposing of 20 
subsidiaries. At the same time the Federal 
Light & Traction Company, a subsidiary of 
Cities Service Power & Light, was ordered to 
dispose of 7 subsidiaries. ‘ 

Since both companies have divested them- 
selves of interest in 8 subsidiaries and 11 other 
sales are under negotiation, the commission 
found “substantial progress in effecting com- 
pliance” with its order. 


AGA Meeting Halted 


HE American Gas Association has called 

off its regular Chicago convention, sched- 
uled for October 5th and 6th. This in deference 
to the Office of Defense Transportation plea 
that meetings of all kinds should be suspended 
to avoid strain on the nation’s overburdened 
transportation facilities. 

The board of the AGA held a meeting late 
in August and set October 5th as the date of 
an informal meeting (Engineering Societies 
building, New York) for purposes of electing 
officers and receiving reports, but without 
formal speeches or full attendance. 


Reorganization Hearing 
Postponed 


EY Securities and Exchange Commission 
recently postponed from August 22nd to 
December 18th a hearing on the plan for re- 
organization of Consolidated Electric & Gas 

pany, under terms of the Holding Com- 
pany Act. 
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The postponement was granted at the re- 
quest of the company, which stated that it ex- 
pected to dispose of 5 of its remaining 13 
domestic public utility subsidiaries by the end 
of October. 

Since filing a plan for compliance on June 
23, 1943, Consolidated has reported divestment 
of 17 subsidiaries and the reduction of its out- 
standing debt securities from $31,433,500 to 
$22,233,500. 

The commission at the same time extended 
to August 1, 1945, the exemption from pro- 
visions of the Holding Company Act of a Con- 
solidated subsidiary, the Islands Gas & Elec- 
tric Company and 6 of Islands’ subsidiaries. 


WPB Acting Chairman 
Appointed 


| penser sd Commander J. A. Krug was ap- 
yointed on August 24th by President Roose- 
velt as acting chairman of the War Produc- 
tion Board during Donald M. Nelson’s absence 
in China. He was born in Madison, Wiscon- 
sin, on November 23, 1907. Mr. Krug received 
his formal education entirely in his home city, 
graduating from the University of Wisconsin 
in 1929 with a major in economics. Staying on 
at the university, he received a master’s de- 
gree in public utility management one year 
later. 

Mr. Krug was appointed head of the power 
branch of OPM in June, 1941, and held the 
same position with WPB until he became dep- 
uty director general and head of the distribu- 
tion bureau in August, 1942. He was ap- 
pointed director of the Office of War Utilities 
in the early part of February, 1943, and later 
that month was also appointed program vice 
me which positions he held until April, 

He left the WPB to accept a commission 
as Lieutenant Commander in the United 
States Navy, where he was attached to the of- 
fice of the Under Secretary of the Navy. 

President Roosevelt’s acceptance of the res- 
ignation of Charles E. Wilson as executive vice 
chairman of the WPB was said to represent 
a complete victory for Chairman Donald M. 
Nelson in the bitterest and most important in- 
ternal fight which has shaken the White House 
in several years. Nelson’s victory was re- 
ported to mean that his program for the swift 
reconversion of industry will go forward at the 
topmost speed war production will permit. 


Railroad Antitrust Suit 


Te railroad antitrust suit filed by United 
States Attorney General Biddle in Lincoln, 
Nebraska, is “absolutely without merit,” Wil- 
son McCarthy, one of the defendants, declared 
recently. The Attorney General’s charge that 
western railroads have stifled the utilization 
of improved railroad technology was charac- 
terized by Mr. McCarthy as “plain baloney” 
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and he pointed out that the greatest improve- 
ments in railroad technology in the last decade 
have been started by the western railroads. 

McCarthy-is ‘named twice as a defendant in 
the antitrust suit, once as president of the Den- 
ver & Salt Lake (Moffat) road, and then with 
Henry Swan asa trustee of the Denver & Rio 
Grande Western Railroad. 


Another Denverite included in the host of de- 
fendants in the suit is William A. Maxwell, Jr., 
pressions of the Colorado & Wyoming Rail- 
Toa 

“There ‘is nothing constructive in the criti- 
cism the Attorney General and his assistant, 
Wendell Berge, made of the railroads,” McCar- 
thy declared. 


California 


Delay on Hetch Hetchy 


| nora Judge Michael J. Roche on August 
28th gave the city of San Francisco until 
February 28th to work out a method of distrib- 
uting its Hetch Hetchy power. He postponed 
the effective date of a “stop distribution” in- 
junction against disposal of the power to the 
Pacific Gas and Electric Company, a step for- 
bidden by the Raker Act. 

San Francisco has been selling the entire 
Hetch Hetchy output to the Riverbank (Cali- 
fornia) aluminum plant, which closed recently 
and left the city facing an annual revenue loss 
of $2,400,000 

San Francisco’s latest plan for disposal 
of the $2,400,000 worth of Hetch Hetchy power 
through an exchange deal with the Pacific Gas 
and Electric Company was laid before Abe 
Fortas, Under Secretary of the Interior, by 
Mayor Lapham, in Washington, D. C., recent- 
ly, and was rejected. 

Lapham telephoned Utilities Manager E. G. 
Cahill. According to Cahill, the mayor reported 
that he, Marshall Dill, president of the utilities 
commission; Dion Holm, assistant city attor- 
ney; and Louis Perrin, Hetch Hetchy engineer, 
had met with Fortas, Norman Little, assistant 
to the Attorney General, and Interior Depart- 
mental officials. 

Under the terms of the proposal submitted 
to Fortas, the city would use 200,000,000 kilo- 
watt hours of Hetch Hetchy power for munici- 


pal needs and would turn over to the PG&E 
300,000,000 kilowatt hours. In return for the 
300,000,000 kilowatt hours, the PG&E would 
distribute the 200,000,000 kilowatt hours to 
municipal establishments at some 800 points. 

Fortas suggested an alternative proposal 
which Mayor Lapham agreed to work for in 
San Francisco. In effect, the city would buy or 
lease various distribution and transmission fa- 
cilities of PG&E, paying cash instead of trad- 
ing power. It would thereupon directly serve 
its own municipal needs and whatever custom- 
ers it might have. 

This would not solve San Francisco’s prob- 
lem, as it would leave the city with only about 
one-half of its load committed. Pacific Gas 
and Electric also would have to look elsewhere 
for power previously received from the city. 


Union Accepts Negroes 


io of the AFL Amalgamated Asso- 
ciation of Street and Electric Railway 
Employees in Los Angeles have voted to ac- 
cept Negroes into their union and work with 
them on streetcars and busses of the Los An- 
geles Railway Company. 

D. D. McClurg, union president, stated at 
meetings of the members that the President’s 
Fair Employment Practices Committee had di- 
rected that Negroes be employed and that the 
union’s executive committee considered this to 
be a government order. 


Colorado 


Gas Case to U. S. Supreme Court 


A five years of controversy, the Denver 
gas rate case, which now involves nearly 

$4,000,000 in impounded funds and proposed 
pa reductions which would save Denver pipe- 
line consumers approximately $1,000,000 a year, 
was scheduled to reach Washington late last 
month, 

Petitions of the two companies in the case, 
the Colorado Interstate Gas Company, and Ca- 
nadian River Gas Company, asking the Su- 
preme Court to take jurisdiction by issuing 
a writ of certiorari were scheduled to reach 
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Washington at the same time copies of them 
were served on City Attorney Lindsey and at- 
torneys for the Colorado-Wyoming Gas Com- 
pany, the third corporation in the controversy. 

Both petitions ask the Supreme Court to 
grant a review of the rate reduction order en- 
tered by the Federal Power Commission in 
the Denver case and a decision of the tenth 
circuit court of appeals upholding that order 
so some clarification may be obtained of two 
recent Supreme Court decisions in natural gas 
rate cases—the first to be decided by the high 
court, and, therefore, important for legal pre- 
cedents established. 
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Florida ii 


FPC Suspends Proposed Rate 
Changes 


T HE Federal Power Commission on August 
2lst announced its order suspending the 
rate schedule filed by the Florida Power Cor- 
poration, St. Petersburg, providing for the 
sale and delivery of electric energy to the city 
of Quincy for resale and setting a public hear- 
ing concerning the matter for November 15th 
at Washington, D. C. 

The order stated that the schedule filed by 
the Florida Power Corporation on July 15, 
1944, to supersede the one now in effect may 
result in “excessive rates or charges to the 


city of Quincy, Florida; may place’ an undue 
burden upon ultimate consumers of electric 
energy; may be discriminatory; and will re. 
sult in increased rates or charges which have 
not been shown to be justified.” 

At the hearing, the order added, the bur- 
den of proof to show that the proposed in- 
creased rates are just and reasonable shall be 
upon the Florida Power Corporation. The 
changes would result in an annual increase in 
charges of $13,965 or 20.5 per cent. 

The commission’s order suspended the pro- 
posed rate schedule until January 15, 1945, and 
provided that during the period of suspension 
the present wholesale rates being collected from 
the city of Quincy shall continue in effect. 


Indiana 


Utility Valuations Higher 


NDIANA public utilities will have an assessed 
I valuation of nearly $25,000,000 more than 
last year as a basis for 1945 tax payments, re- 
sults of new valuations by the state tax board 
showed recentiy. 

J. Russell Robertson, board secretary, said 
the holdings of railroads, telephone, power, 


heat, water, pipe lines, and other utilities have 
been assessed at a total of $725,649,579 this 
year for payment of taxes next year, compared 
with a total valuation of $700,684,689 fixed last 
year. 

The state tax board assessed the Rural Elec- 
trification Membership Corporation in Indiana 
at $1,350,302 this year, or $143,638 higher than 
the 1943 figure of $1,206,664. 


> 
Kentucky 


LG&E Plans Liquidation 


A PLAN for liquidation of Louisville Gas & 
Electric Company of Delaware, holding 
company for the Louisviile utility which the 
city is seeking to buy, would be filed with the 
Securities and Exchange Commission at an 
early date, Standard & Electric Company 
announced on August 28th in New York. 
The announcement was made as Standard 
filed with the SEC a reorganization plan 
amending its proposal for recapitalization 
which the commission rejected May 3lst. 
Standard said LG&E of Delaware has con- 
tracted to sell its investment in Madison 


(Indiana) Light & Power Company—which 
will be purchased by a civic group — and 
wouid file a plan for its own liquidation under 
which its stockholders would share in dis- 
tribution of all its assets, consisting principal- 
ly of common stock of LG&E of Kentucky. 

A spokesman for the syndicate which is 
working with the city in its efforts to buy the 
utility property in Louisville declined to be 
quoted directiy on an interpretation of Stand- 
ard’s move, in the absence of Mayor Wilson W. 
Wyatt, who was in New York at the time 
with Arthur Hopkins, president of the board 
of aldermen, in connection with the city’s ne- 
gotiations. 


¥ 
Maryland 


Dismissal of Suit Asked 


LLEGING that a taxpayers’ suit to restrain 

the city of Baltimore from paying alleged 
excessive rates for street lighting was brought 
to “gratify a spirit of spite” and constitutes 
“an act of irresponsibility and is an abuse of 
the powers of the court,” the city recently 
asked that the case be dismissed. 
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_The answer to the proceedings, filed by 
Simon E. Sobeloff, city solicitor, alleged that 
George A. Funch, counsel for three taxpay- 
ers who brought the complaint, instituted the 
suit because he was disappointed in his efforts 
to be employed by the city as a special counsel 
to seek reduced rates from the utility com- 
pany. 

Eugie E. Tyier, Thomas W. Lydon, and 
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Charles W, Markley, the taxpayers, contended 
that the city has been paying an excess of 
$600,000 a year for the past seventeen years 


for street lighting and that city officials were 
derelict in their duty in not demanding a 
lower rate. 


yp 
Michigan 


Profit Fund Figured 


U NIFORM distribution of the $10,450,000 re- 
bate in revenues of the Detroit Edison 
Company, ordered August 4th by the state pub- 
lic service commission on petition of the city 
of Detroit, would give residential power con- 
sumers $3,268,000, Richard A. Sullivan, city 
utility rate analyst, calculated recently. 
Sullivan figured the rebate for the various 
categories on the basis that the total amount 


of the cut ordered represents 11.75 per cent 
of the company’s total estimated electric reve- 
nue for 1944 of $88,870,000. 

On the same basis, farm consumers would 
receive $196,000, commercial $2,526,000, indus- 
trial $4,062,000, street lighting $107,000, other 
public agencies $63,000, other electric utilities 
$159,000, and railroads and railways $61,000. 

The commission order directed the company 
to submit by September 15th a plan for dis- 
tribution of the rebate. 


Missouri 


New Utility Ruling 


HE state public service commission last 

month ordered every utility in Missouri to 
credit income from investment of its deprecia- 
tion reserves against the depreciation fund it- 
self and to cut annual charges against operating 
costs by the amount of those earnings. 

That would give utility users the benefit of 
the reduction in depreciation figures, because 
of the corresponding cut in operating costs 
which are included in the determination of 
rates. 

To determine the earnings of depreciation 
fund investments, the commission ordered the 
utilities to file statements by October 2nd 
showing income from depreciation accounts, a 
balance sheet, and an income statement for all 
income for the year ending July 31st. 

Previously the commission ordered a flat 
54 per cent annual reduction in depreciation 
charges against operations on the basis of 
earnings of invested depreciation funds. The 
new order leaves the rate open, so that for 
some companies the figure could be more than 
54 per cent, and less for others, depending 
upon amounts earned by the invested deprecia- 


tion accounts. Miss Wilson, Trenton Repub- 
lican, dissented from the order. She declared it 
was a “radical and far-reaching departure 
from the long-established policy of the com- 
mission and practices in the industry.” 


Court Approves Plan 


HE Securities and Exchange Commission’s 

plan for reorganization of the Laclede Gas 
Light Company was approved on August 25th 
by United States District Judge Rubey 
M. Hulen iman order enjoining all persons 
from interference with enforcement of the 
proposal. 

Under the plan, the electric properties of 
the company would be sold to the Union Elec- 
tric Company of Missouri for $8,600,000, and 
bonds of the Laclede Gas Light Company 
would be retired. 

Objections had been registered by the St. 
Louis Union Trust Company, trustee of the 
$23,000,000 second mortgage bond issue, and 
four insurance companies which hold $1,313,- 
000 in bonds. They contended it would be in- 
equitable because the bonds would be retired at 
face value, without payment of premium. 


Nebraska 


City Urged to Buy Consumers 


Y unanimous vote the committee of 59 re- 

cently recommended, first, that the city of 
Lincoln do not sell or lease its electric distri- 
bution system to the Consumers Public Power 
District and, second, that the city acquire the 
distribution system of Consumers in the city by 
negotiation. If negotiations fail, then the com- 
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mittee recommends that it be reconvened. 

Since the committee has spoken definitely 
and in the first instance for unification, it 
would appear that, if negotiations fail, the 
group will then take up the question of con- 
demnation. There are but two methods of ac- 
complishing what the committee says should be 
accomplished: negotiated purchase and con- 
demnation, one or the other. 
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The report was drawn after seven hearings 
and bears the signatures of Verne Hedge, 
chairman, and George L. Towne, secretary. . 

Consumers Public Power District directors 
and the 4-man committee recessed their meet- 
ing at Columbus on August 22nd without com- 
ing to any agreement on the sale of Consumers 
properties at Lincoln to the city. 

R. W. Beck, Consumers consulting engineer, 
was not in Columbus for the meeting, and 
Consumers’ directors said they were unable to 
set a price on the property without consult- 
ing him. Instead, representatives of both 
groups agreed to continue negotiations for the 
sale of the properties, leaving the details to be 
worked out by Beck and Lincoln city engi- 
neer, Dave Erickson. 

The two groups were scheduled to meet 
again when the engineers’ report is ready. 

At the suggestion of Mayor Marti, the city 
council, while gathered informally before the 
regular session on August 21st, voted unani- 
mously in requesting City Attorney Max Kier 
to prepare and file in supreme court, as friend 
of the court, a brief in connection with appeal, 
now pending, by Consumers Public Power 
District in the Kearney condemnation case. 
With the city undertaking to acquire the local 
distribution system from Consumers, coun- 
cilmen assumed, they said, that the issues in- 
volved in the Kearney Case were of direct 
interest to the citizens of Lincoln. 

The constitutionality of the condemnation 
setup is being attacked by Consumers. It is 
the contention of the district, as was the case 


in the Sidney controversy, that the statutory 
provision relative to condemnation does not 
comply with the constitutional requirement of 
due process and just compensation in that it 
allegedly denies the owner of the property a 
judicial hearing on the matter of just com- 
pensation. 


Consumers Reduces Rates 


HE Consumers Public Power District last 
month announced rate reductions, effective 

on meter readings September 5th, actually ac- 
cruing to the customer as of August 5th. It is 
reckoned over the statewide system at a 10 
per cent average and is a saving to Lincoln 
patrons of the district reckoned at $110,000 an. 
nually. This, coupled with the city plant’s re- 
cent 10 per cent reduction, $32,000 saved to its 
consumers annually, makes a total saving to 
customers of both systems of $142,000 per year. 
John E. Curtis, district manager of Con- 


. sumers, said that with the $125,000 reduction 


in June, 1942, total reductions by the district 
amount to $235,000 annually. That $125,000, he 
added, has saved Lincoln customers to date 
more than $400,000. 

The over-all saving accomplished through ac- 
tion of the board of directors at Columbus 
on August 22nd accounts for a system-wide 
saving, he said, of $415,000 annually and count- 
ing the former reduction brings the total rate 
savings over the system to $869,000 a year. 
The current cut also reaches all rural patrons 
of the vicinity. 


> 
New Jersey 


Rail Tax Sum Released 


Sous of municipalities in thirteen counties 
will share $10,476,050 released recently by 
State Controller Homer C. Zink, from the 
more than $35,000,000 paid by seven railroad 
companies on their tax delinquencies and for 
interest penalties. The distribution is based on 
the amount of second-class railroad property 


which is located in the municipalities. 

Hudson county will receive $8,879,842 with 
$5,505,356 of this sum going to Jersey City, 
$1,264,541 to Weehawken, $1,000,100 to Ho- 
boken, and $894,213 to West New York. 

Bergen county municipalities will divide 
$491,767, with $490,394 going to Essex, $165,- 
202 to Passaic, $98,019 to Morris, and $25,335 
to Union. 


- 
New York 


WLB Ruling Stays One-man 
Busses 


HE Fifth Avenue Coach Company’s request 

for one-man operation of its 240 double- 
decked busses was denied recently by the re- 
gional War Labor Board. 

The board, however, in the ruling announced 
by Thomas L. Norton, the chairman, suggested 
that the company and Local 100 of the Trans- 
port Workers Union of America, a Congress 
of Industrial Organizations affiliate, negotiate 
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for one-man operation and the retirement of 
conductors and drivers. 

The board’s action, which ruled on this single 
issue, was in the form of an interim directive 
order. 

Two other issues, concerning other con- 
tractual matters, primarily wages, were sched- 
uled to be acted on later. 

The board followed the majority recom- 
mendations of a tripartite panel that had held 
a series of hearings on the case since March. 
The board’s vote was 7 to 2, with two of the 
three labor members dissenting. 
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Pennsylvania 


Rate Battle Extended 


f penoag the Peoples Natural Gas Com- 
pany is charging customers $1,500,000 

ore than the company “is entitled to receive,” 
the city of Pittsburgh recently filed an ap- 
peal to the state superior court in a 7-year-old 
legal fight to force cheaper rates from the com- 
pany. (See also page 389.) 

Two appeals were filed, one by the city law 


was predicted at the law department. 

In contending that the company, now owned 
by the Consolidated Natural Gas Company, 
is obtaining excessive revenue, Anne X. Al- 
pern, city solicitor, said: 

“Under the present rates approved by the 
public utility commission last February, the 
Peoples Natural Gas Company probably will 
earn $2,500,000 a year, whereas for the ten 
years prior to the company’s first increase in 
1940, the company earned an average of about 
one million dollars a year. 

“The fact that the company did not complain 
during all the years it was earning $1,000,000 a 
year, according to its annual statements filed 
with the PUC, is strong evidence that such 
earnings were adequate and not unfair to the 
company. 

“Therefore, the rates now in effect require 
the customers to pay $1,500,000 more per year 
than the company is entitled to receive. 

“We contend the valuation of $38,900,000 
approved by the PUC is grossly excessive, and 
allows the company to impose exorbitant rates. 
If the city is successful in its appeal, we hope 
to bring down the company’s rates to those in 
effect prior to 1940.” 

Miss Alpern added that “small consumers 
like Mrs. Cassidy have had their monthly bills 
increased more than 25 per cent as compared 
with the bills they received prior to 1940.” 

The city solicitor described the gas situation 
in Pittsburgh as one in which customers of 
Peoples Natural Gas are forced to pay more 
for their gas than their neighbors across the 
street who buy from a competing company. 


Quit CIO Union 


ASS resignations from the CIO Transport 

Workers’ Union, representative of oper- 
ating employees of the Philadelphia Transpor- 
tation Company, materialized recently as a new 
development in the series of labor troubles 
which early last month led to a city-wide trans- 
portation tie-up and restoration of service by 
the Army. 

With the deadline for withdrawal from 
TWU membership due at midnight under the 
terms of a contract signed August 9th between 
the company and the CIO, Andrew Kelly, a 
trolley pilot and former TWU organizer, ap- 
peared at union headquarters with what he said 
were 1,000 resignations from the union. Kelly 
said the resignations were signed by men dis- 
satisfied with the manner in which union of- 
ficials had looked after their interests during 
the work stoppage, which occurred after eight 
Negroes were “upgraded” to the rank of mo- 
tormen. 

James J. Fitzsimmons, TWU organizer in 
charge at the union headquarters, refused to ac- 
cept the resignations from Kelly, asserting the 
contract provided resignations, to be valid, 
must reach the union by registered mail. 


Independents Win Vote 


N independent union won an easy victory 

over CIO forces in a contest for bargain- 

ing rights over-Duquesne Light Company pro- 

duction and maintenance employees, election re- 
sults showed recently. 

Of 1,530 eligible voters, 1,380 cast ballots, 
and 806 voted for the Independent Association 
of Employees of the Duquesne Light Com- 
pany and Associated Companies. The CIO 
Utility Workers Organizing Committee re- 
ceived 532, while 30 were for “no union,” 5 
were void, and 7 were challenged. 

By its triumph the independent solidified its 
hold on bargaining rights for all organized 
employees of the production and maintenance, 
office, and guard force workers. 

The CIO loses the one Duquesne unit it pre- 
viously held, the Colfax plant. 


South Carolina 


Commission Secretary Appointed 


TS state public service commission recently 
appointed Joe Norton Land, Jr., former 
rate engineer of the electrical utilities division, 
secretary of the commission to succeed Miss 
Mary E. Carr, resigned. Mr. Land’s appoint- 
ment was effective August 3rd. 

Mr. Land is a native of South Carolina. He 
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was born at Starr, Anderson county, and edu- 
cated at Furman University and Georgia 
School of Technology, Atlanta, Georgia. After 
leaving school he was employed by electrical 
construction and radio wholesale firms until 
he was employed as an accountant by the elec- 
trical utilities division upon its formation in 
1932. Since that time Mr. Land has held ac- 
counting, statistical, and rate posts. 
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Tennessee 


TVA to Cut Tax Payments 


T HE Tennessee Valley Authority last month 
announced it was cutting down on pay- 
ments in lieu of taxes to four east Tennessee 
counties and shortly would file suit against 
Polk county on the issue—but a Polk official 
subsequently said he had heard nothing of the 
reduction or the lawsuit. 

A formal TVA statement issued by William 
C. Fitts, Jr., general counsel, said Bledsoe, 
Bradley, Hamilton, and Polk counties were 
“understandably disturbed concerning recent 
reductions in direct payments made under § 13 
of the TVA Act.” 

“T haven’t heard anything of the reduction. 
TVA officials have not mentioned it to me,” 
County Judge Vance Davis of Polk told The 
Knoxville Journal by long distance. 

The TVA Act was amended several years 
ago when the authority made widespread pur- 
chases of private power company properties, 
taking these holdings out of the tax stream. 
The amendment provided for payments in lieu 
of taxes to take up the shock of the lost reve- 
nue, particularly to counties such as Polk in 


which the Tennessee Electric Power Company 
had two hydroelectric dams and a steam-gen- 
erating plant as well as extensive acreage. 

; Fitts’ statement of August 22nd was as fol- 
ows: 

“The statute provides that the payments to 
be made directly to the counties, as distin- 
guished from the payments to be made to the 
state, must be based upon the county taxes for- 
merly paid upon power property purchased and 
operated by the TVA. As TVA construes this 
language, if any property ceases to be operated, 
the payment to the county must be reduced by 
an amount representing the taxes previously 
paid on that particular property.” 

The statement did not throw any light on 
what properties the TVA is not operating in 
the counties in question, or upon the amount 
it is reducing its payments. 

Assistant Trustee Charles Williams, of Polk 
county, subsequently stated that the reduction 
would affect that county’s budget but little. 

The TVA announced it would seek court ac- 
tion in Chattanooga to uphold or deny its inter- 
pretation of the TVA statute shifting payments 
from the counties to the state. 


Utah 


Commission Refuses Rehearing 


EHEARING on sale of Utah Light & Trac- 
R'tion Company to Salt Lake City Lines was 
denied by the state public service commission 
recently. Commissioners Donald Hacking and 
William R. McEntire voted against reopening 
the case, with Commissioner Oscar W. Carlson 
in favor of the petitioners. (See also page 392.) 

L. E. Elggren, representing the Consumers’ 
Welfare League, and Ralph A. Badger, repre- 
senting a group of Utah Power & Light Com- 


pany preferred stockholders, contended the sale 
price—$675,000—was far below the actual 
value; that no others were invited to bid for 
the property; and Salt Lake City Lines -have 
contracts with “General Motors, Firestone Tire 
Company, and the Standard Oil Company of 
California,” which would result in discrimina- 
tion against local competing merchants. 

Attorney Paul E. Ray for Salt Lake City 
Lines and Attorney Gerald Irvine for Utah 
Power & Light Company argued that the com- 
mission should not reopen the matter. 


Virginia 
ones to show a decline under 1943, it was re- 
ported. 


The state commission’s figures indicated that 
public service corporations are truly “big busi- 


Assessments Increased 


bone public service corporations will pay 
general taxes this year of more than $7,- 
531,000, plus certain additional taxes on gross 
receipts on the basis of final assessments an- 
nounced recently by the state corporation com- 
mission. 

The figure represented an increase of $783- 
000, or 11.6 per cént over the preceding year. 
An increase of $535,000 in taxes paid by steam 
railroads, and $120,500 in taxes paid by power 
companies, accounted for most of the raise. 
Taxes on steamboat companies were the only 
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ness.” The taxes which must be paid were 
figured on a prpoerty assessment of nearly 
$230,500,000, a net increase of $4,426,000 over 
1943. 

The commission assessed 48 light and power 
companies for taxes of more than $1,400, 

Taxes on 90 telephone companies doing busi- 
ness in Virginia ranged from nothing at all for 
21 companies to $461,846 paid by the Chesa- 
peake & Potomac Telephone Company 
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The Latest 
Utility Rulings 


Formula for Allocating Administrative 
Overheads To Construction Disapproved 


HE Republic Light, Heat & Power 

Company was required by the New 
York commission to reverse a charge to 
its capital account for administrative 
overheads on a gas compressor station, 
determined by arbitrary percentage allo- 
cations, and to charge the same to Earned 
Surplus. 

The administrative charge had been 
calculated on a theoretical formula that it 
“costs as much to administer and super- 
vise a dollar of construction as it does to 
regulate and manage a dollar of opera- 
tion.” 

The allocation of general adminis- 
trative expenses, including salaries and 
general expenses of general officers, be- 
tween construction and operation had 
been based upon the ratio of each to the 
total amount of expenditures supervised. 

The dictum as to the same cost to.ad- 
minister and supervise a dollar of con- 
struction as to regulate and manage a 
dollar of operation, said Commissioner 
Burritt, overlooked the obvious fact that 
it is not dollars that require administra- 
tion and supervision or regulation and 
management, but the work actually done. 
The expenditure of $10,000 for a single 


standardized piece of equipment, he 
added, hardly required as much adminis- 
tration and supervision as the expendi- 
ture of the same sum for a project in- 
volving chiefly labor. He continued in 
part as follows: 


Admittedly there are differences of opin- 
ion between accountants as to how general 
and administrative overhead expenditures 
should be charged. In this proceeding we 
have qualified witnesses expressing opposite 
opinions. A conservative view would appear 
to require that such overheads be charged to 
operating expenses currently, or at least 
that only incremental overheads—that is, 
costs over and above those necessary to 
carry on operations—should be capitalized. 
The Interstate Commerce Commission does 
not permit steam railroads to capitalize any 
part of the salary of general officers and 
clerks, unless they are engaged exclusively 
in connection.with construction of new road 
or extensions. The Federal Power Commis- 
sion and this commission follow a somewhat 
more liberal rule of permitting some part 
of the general and administrative expenses 
to be capitalized. Under this rule a mini- 
mum requirement should certainly be that 
there should be clear proof that the over- 
heads capitalized relate to construction. 


Re Republic Light, Heat & Power Co. 
(Case 10,055). 


& 


Commission Refuses to Defy Court on 
Rate Base Determination 


Scie for rehearing in the Peo- 
ples Natural Gas Company Case were 
dismissed by the Pennsylvania commis- 
sion where in summary, according to the 
commission, the petitioners asked the 
commission ‘“(1) to defy the superior 
court and (2) to provide a new oppor- 
tunity to introduce evidence which the 
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city failed to present at any of the many 
hearings held in the cases over a period 
of several years.” 

The commission’s order in 47 PUR 
(NS) 385 had been reversed by the su- 
perior court, in 51 PUR(NS) 129. 
Thereafter the commission issued an or- 
der accepting a settlement offer by the 


SEPT. 14, 1944 





PUBLIC UTILITIES FORTNIGHTLY 


company, in 53 PUR(NS) 110. This in- 
volved a substantial reduction of rates 
and the payment of refunds. 

The petitioners for rehearing contend- 
ed that the commission had failed to com- 
ply with the superior court decision ; that 
the superior court decision was no longer 
binding because of the opinion of the Su- 
preme Court in the Hope Natural Gas 
Company Case; that the Fourteenth 
Amendment to the Constitution assured 
to the petitioners rights which had been 
violated by the commission order; that 
the petitioners, particularly the city of 
Pittsburgh, should be afforded an oppor- 
tunity to present additional evidence; 
and that the commission’s final order had 
been based upon data furnished ex parte 
by the company. 

The commission could not agree with 
the proposed interpretation of the su- 
perior court opinion as requiring rehear- 
ing, and it deemed its final order a full 
compliance with the court directives. 

With respect to the decision in the 
Hope Natural Gas Company Case, the 
commission said it must frequently de- 
cide doubtful questions of law material 
to performance of its administrative 
duties, but it was governed by the prin- 
ciples embodied in specifically applicable 
decisions of the Pennsylvania courts. 
The commission continued : 

Even if. we disagree with court declara- 
tions of the law, we are not at liberty to 
embark upon juristic expositions at variance 
with the court holdings. We consider our- 
selves bound in this instance by the opinion 
of the superior court, and we have proceeded 


accordingly. Again, it is to the court rather 
than to this commission that petitioners must 


address themselves. However, we may note 


stated in its opinion in these cases that a 
change in the viewpoint of the Federal Su. 
preme Court does not alter Pennsylvania lay 
on rate matters, and it has been held that 
neither a city nor its citizens have any right 
of property protected in rate cases by the 
Fourteenth Amendment: Scranton v, Public 
a Commission (1923) 80 Pa Super Ct 
9. 


The point raised with reference to re- 
liance upon information submitted ex 
parte, said the commission, might well 
induce it to grant a rehearing if the char- 
acter or accuracy of the data submitted 
had been in any way controverted. But 
the reliability of figures as to net addi- 
tions, depreciation reserve increase, and 
operating revenues and expenses, taken 
directly from the utility books and sub- 
mitted in support of the company’s offer 
of settlement, was not questioned. Re- 
hearing would not, therefore, produce 
any change, 

Commissioner Buchanan, in a dissent- 
ing opinion, reviewed the commission's 
disapproval of reproduction cost as an 
element in rate making and expressed the 
belief that the commission should return 
the record to the superior court without 
change, either for the purpose of reargu- 
ment of the law and the facts, and in par- 
ticular for a further review in the light 
of the decision in the Hope Natural Gas 
Company Case, or to permit the court to 
make its own findings as to the rate base. 
Pennsylvania Public Utility Commission 
v. Peoples Natural Gas Co. (Com- 
plaint Docket Nos. 11380, Sub 20 and 
12683). 


= 


Telephone Surcharges by Hotels Enjoined 


HE district court for the District of 
Columbia granted an injunction 
against the imposition of surcharges by 
hotels, in violation of telephone com- 
panies’ filed tariffs, on toll or interstate 
phone calls made by guests. The court’s 
opinion was announced orally from the 
bench. 
The court held that the law and reg- 


ulations involved in the case were lawful 
and valid. The court stated that it had 
jurisdiction of the subject matter of the 
case and of the parties, and that the Fed- 
eral Communications Commission like- 
wise had jurisdiction of the matter of 
the tariff schedules that were made gov- 
erning the defendant telephone com- 
panies and others engaged in the tele- 
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phone business. Testimony as to the 
reasonableness of the surcharges was 
denied consideration on the ground that 
this was not an issue in the case. 

The question of whether the hotels 
were agents of the telephone company 
was dealt with by the court, which be- 
lieved that to be a vital issue. The court 
said : 

In the opinion of the court’ the testimony 
in this case actually fails to show that these 
hotels are the agents of the telephone com- 
pany. There was no written agreement to 
that effect introduced here; there was no oral 
agreement to that effect introduced here; 
and there is no testimony, written or oral, 
from which this court could imply the 
existence of an agency in the hotels on be- 
half of or as agent of the telephone com- 
pany. 

In the opinion of this court the hotels are 
subscribers. They enter into a contract with 
the telephone company. “You render us such 
and such service and we will pay you such 
and such money.” They get the bill every 
month or two and they pay the telephone 
company—that was the evidence in this case 


—the amount that they owe them as sub- 
scribers for telephone service from the tele- 
phone company. 

Now that being so, the telephone com- 
panies have no control whatever over what 
these hotels are doing in regard to this sur- 
charge. But they have knowledge of it. At 
least, if they didn’t have knowledge of it 
before this case came up, they have knowl- 
edge of it today. As a matter of fact the 
testimony shows that they have had knowl- 
edge of it for some time because they have 
discussed the matter and endeavored to make 
some settlement of it. 

So the telephone companies are charged 
with what the hotels are doing in regard to 
these surcharges they are making on the 
bills of their guests, for toll or interstate 
messages. 


Jurisdiction was reserved so that if the 
hotels refused to obey the order enjoin- 
ing them from making the surcharges in 
question, the court could restrain the 
telephone company from furnishing 
service to the hotels. United States v. 
American Teleph. & Teleg. Co. (Civil 
Action No. 23189). 


4 


Most Favorable Terms Must Be Sought 
When Bonds Are Issued 


ye New York commission denied 
approval of a plan for issuance by 
the Brooklyn Union Gas Company of 
general mortgage sinking-fund bonds 
and sinking-fund debentures on the 
ground that, from correspondence with 
a financial organization, it appeared that 
more favorable terms could be obtained 
than those proposed by the company. 
Even the proposal of this house, the 
commission observed, did not have to be 
accepted unless it was the best bid sub- 
mitted. 

Chairman Maltbie stated the commis- 
sion’s position as follows: 

Although the regulation of the issuance of 
securities by a gas company has been in op- 
eration over thirty-seven years, it may be 
useful to call attention to certain principles 
in relation thereto. In the first place, the 
commission has no authority to authorize 
the issuance of securities unless it can cer- 
tify that the issuance of the bonds and deben- 
tures is “reasonably required for the purpose 
specified in the order” and unless it finds that 
such issuance is in the public interest. It fol- 
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lows that the commission has no authority to 
approve an issue of bonds at an interest rate 
higher than is required to produce the nec- 
essary funds. In other words, if a 3 per 
cent bond can be sold at a lower net interest 
rate than a 4 per cent bond, all other things 
being equal, the commission is required to 
withhold its approval of a 4 per cent bond; 
or if a company proposes to issue bonds in 
excess of the amount required, approval 
may not legally be given. 

In determining these and other rules in 
the application of the statutory provision, 
the commission not only has the power but 
the duty to consider the entire plan and all 
of the provisions connected with the issuance 
of obligations (in the instant case, bonds and 
debentures) in order to determine whether 
the proposed issue is proper and necessary. 


The commission refused to consent to 
the issuance of the securities as proposed 
but stated that it would permit the issu- 
ance, subject to the usual terms and con- 
ditions which the commission adopts in 
such cases, of securities on more favor- 
able terms suggested. Re Brooklyn 
Union Gas Co. (Case 11598). 
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Price .for Sale of Gas Transmission Line 
Held Excessive 


HE New York commission disap- 

proved the sale of a pipe line and 
rights of way by Producers Gas Com- 
pany to Home Gas Company for a pur- 
chase price of $21,038, agreed upon by 
the companies, where it appeared that 
this was the price paid for the line over 
fourteen years ago. The proposed price 
was said to be more than twice the 
original cost less estimated accrued 
depreciation, although it was about one- 
third of what it would cost to construct 
a new line. The companies were not af- 
filiated, and the sale was between a will- 
ing seller and buyer, and it appeared that 
the sale and purchase of the line would be 
mutually advantageous provided the 
price were reasonable from the stand- 
point of dollars’ effect on customers, and 
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hence on the public interest. “Commis- 


sioner Burritt said: 


Despite the fact that the line has been 
neither used nor useful in serving them, 
Producers has accumulated on its books 
some $5,890 depreciation against the line by 
charges to its customers through operating 
expenses over the 14-year period; nor does 
it propose to deduct this amount of deprecia- 
tion from the original cost of the pipe line. 
Home proposes to charge the $21,038 to its 
plant account as original cost and presuma- 
bly to continue to charge to its customers 
depreciation on the full amount. Accord- 
ing to the commission’s engineer, the line is 
about thirty-seven years old and has served 
about half of its useful life. 


It was recommended that the trans- 
fer be approved at an amount not ex- 
ceeding $12,000. Re Producers Gas Co. 
et al. (Case No, 11,443). 

EAE a rts ARs 2 queen. 


EEE ee 


oer T Stockholders Appearing bias Are Chanied: Puticintioa® 
In Acquisition Case 


nN application of Salt Lake City Lines 
and Utah Light & Traction Com- 
pany for consent and approval of the 
Utah commission to the acquisition by 
the former company of the transporta- 
tion property of the latter was approved, 
although Commissioner Carlson dissent- 
ed because preferred stockholders of 
Utah Power & Light Company had been 
denied intervention. Utah Power & 
Light Company is a parent of Utah Light 
& Traction Company. 

The application was filed on April 27, 
1944, and came on before the commission 
on May 18th after due notice to inter- 
ested parties. The matter was continued 
to May 31st, on which date further testi- 
mony was adduced and the matter sub- 
mitted to the commission. Petitions in 
intervention and for further hearing 
were filed by preferred stockholders of 
Utah Power & Light Company on June 
21st and on June 23rd. The commission 
concluded that all interested parties had 
been given ample time and opportunity 
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to present their interest in the matter to 
the commission and these petitions were 
denied. 

Salt Lake City Lines had been organ- 
ized under the laws of Utah for the pur- 
pose of owning and operating urban 
transportation systems. Its sole stock- 
holder, except for directors’ qualifying 
shares, would be Pacific City Lines, Inc., 
a Delaware corporation, which had been 
organized for the purpose of acquiring, 
organizing, and developing city trans- 
portation systems. It has subsidiaries op- 
erating in various western cities. 

With respect to the agreed price for 
the property, reached after arm’s- 
length bargaining, the commission said 
that owing to abnormal war conditions 
the years 1942 and 1943 could not be con- 
sidered indicative of what postwar 
earnings of the transportation system 
would be, although the commission did 
not admit that capitalization of earnings 
to determine value was appropriate for 
regulatory purposes. The selling com- 
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pany had solicited bids for the property 
from five large interests, but Salt Lake 
City Lines was the only interested party. 
The commission thought that there 
should have been greater publicity, but 
the seller was not under any statutory 
compulsicn to make widespread publicity 
of the matter. Whether greater publicity 
would have produced additional bids of 
higher amounts was conjectural. 

The commission considered the fact 
that the new owner would not be under 
local control but would be a wholly owned 
subsidiary of a foreign corporation. The 
commission said it had evidenced con- 
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Commission _Disclaims Jurisdiction over Local Motor 
Passenger Operation under Louisiana Statute 


COMPLAINT by the holder of operat- 
A ing authority against alleged illegal 
operation by another motor carrier was 
dismissed by the Louisiana commission 
for lack of jurisdiction. The question of 
jurisdiction depended upon the construc- 
tion of two separate provisions of the act 
regulating motor carriers. 

One paragraph of the act specifically 
defines the term “common carrier by 
motor vehicle” and excludes from the 
definition business conducted exclusively 
within the corporate limits of an incor- 
porated municipality or within a radius 
of 7 miles of the limits of an incorporated 
city, town, or village. Another paragraph 
exempts from commission jurisdiction 
the following persons engaged in operat- 
ing motor vehicles located, operated, and 
employed mainly within the corporate 
limits of an incorporated municipality 
and not more than a distance of 7 miles 
therefrom: (a) taxicabs of not more than 
6-passenger capacity and not operated 
over a regular route or between fixed 
termini, (b) sight-seeing passenger ve- 
hicles, (c) trucks or property-carrying 
vehicles, 

It was noted that passenger carriers, 
other than sight-seeing vehicles and taxi- 
cabs, were not specifically named in this 
exemption, but the commission said that 
it must attempt to interpret the require- 
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cern in other cases about foreign holding 
company control of operating utilities 
and, as a general policy, was inclined to 
look with disfavor upon such control. 
Personal views on this question, however, 
must be subordinated to conform with 
the intent of the controlling statute. The 
statute did not provide for preferential 
treatment of a company with no holding 
company affiliation as against one under 
control of a holding company. Neither 
did it say that a locally owned company 
should have preference over a foreign 
corporation. Re Salt Lake City Lines et 
al. (Case No. 2776). 


ment of the act to arrive at a clear under- 
standing of its functions and duties, and, 
in interpreting the act, it must accept the 
act as a whole, as an integrated expres- 
sion of the legislative will. It must not 
divorce any particular clause or para- 
graph from its context. The commission 
continued : 


Pursuant to this policy the commission 
must consider Paragraph (j) of § 2 in con- 
nection with Clause 13 of § 3. The first de- 
clares that no motor carrier operating solely 
within the 7-mile zone is to be regarded 
as a common carrier withinthe contempla- 
tion of the act, whether he be a carrier of 
persons or of property. The second lists cer- 
tain carriers operating exclusively within 
that zone which are to be exempt from the 
act, but omits mention of passenger bus 
lines. 

If the omission of passenger bus lines 
from Clause 13 of § 3 be accepted as con- 
trolling, then the exception carried in the 
definition in Paragraph (j) of § 2 becomes 
superfluous, for property-carrying vehicles 
within the zone are exempted by § 3; and, 
had the legislative intent been to exempt 
only the property-carrying vehicles operat- 
ing within the zone, the exception carried 
in Paragraph (j) of § 2 should have been 
omitted, for its language is adverse to that 
intention. It is a long-established rule of law 
that, in construing statutes, effect must be 
given if possible to every clause contained 
in the statute; and, in the opinion of this 
commission, the only way in which effect 
can be given to both clauses under discussion 
here is to conclude that the commission has 
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no jurisdiction over any motor carrier for 
hire, either of passengers or of property, 
whose operations are exclusively within an 
incorporated municipality and/or a radius of 


7 miles of the corporate limits thereof, 


Porter v. O’Neal (Order No. 3067, No. 
3961). 


7 


Other Important Rulings 


HE Massachusetts Department of 

Public Utilities terminated an in- 
vestigation of a water supply to seasonal 
customers of a company operating most- 
ly in private ways and purchasing its 
water from a town, upon a showing that 
the company could continue operations 
only at a loss, that because of unpaid 
charges for water previously furnished 
by the town it could not obtain a supply, 
and that any order by the department 
under these conditions would be futile. 
Re Nutting’s Water Co. (DPU 7060). 


The Wisconsin commission held that 
it is discriminatory to render business 
telephone service at residence rates. Re 
Nasewaupee Telephone Co. (2-U-1972). 


The Washington commission broke 
precedent by granting permanent com- 
mon carrier rights to an applicant who 
conducts other transportation service in 
the capacity of a private carrier, in view 
of the need during the war for the fullest 
possible utilization of all available motor 
truck equipment and in view of the fact 
that the applicant’s equipment was of the 
type particularly in demand at this time 
by contractors on government jobs be- 
cause of its large carrying capacity, but 
such authority was limited to the dura- 
tion of the war and six months there- 
after. Re Romano (Order MV No. 
40812, Hearing No. 3224). 


The court of appeals of Kentucky 
held that the Motor Carrier Act is not 
unconstitutional in so far as it author- 
izes the issuance of a certificate confer- 
ring exclusive privileges on the grantee. 
Wolf et al. v. Cumberland Coach Corp. 
181 SW (2d) 51. 


The appellate court of Illinois, third 
district, held that bus owners operating 
passenger busses under contract with 
factory employees, and not offering any 
service to the public indiscriminately, but 
confining the service to the employees in 
transporting them to and from their 
places of employment, were not operat- 
ing as public or common carriers or as 
public utilities who would be required to 
procure certificates of convenience and 
necessity from the commission, but were 
operating as private carriers under spe- 
cific contractual arrangement with the 
particular group of employees to whom 
they furnished such transportation. II. 
linois Highway Transportation Co. v. 
Hantel et al. 55 NE(2d) 710. 


The supreme court of New York held 
that a motor carrier transporting only 
air-line passengers and their baggage be- 
tween an air-line terminal building and 
the airport, pursuant to a contract with 
the air-line companies established in the 
terminal to furnish such service to pas- 
sengers possessing air travel tickets and 
reservations, is not engaged in operating 
an omnibus line within the meaning and 
intent of the Public Service Law and is 
not operating as a public or common car- 
rier. Public Service Commission v. 
Grand Central Cadillac Renting Corp. 
48 NY Supp(2d) 603. 


The Colorado commission believes that 
the proper test for approval of motor car- 
rier service during wartime is whether 
the proposed operation is necessary to the 
war effort or to the maintenance of es- 
sential civilian economy. Re Hardrick 
(Application No. 6535, Decision No. 
22446). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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WASHINGTON GAS LIGHT CO. v. PUBLIC UTILITY COM. 


UNITED STATES DISTRICT COURT, DISTRICT OF COLUMBIA 


Washington Gas Light Company 


Public Utilities Commission of District 


of Columbia et al. 


Civil Action No. 22173 
55 F Supp 627 
June 27, 1944 


PPEAL from order of Commission reducing primary rate 
A of return to be allowed under sliding-scale arrangement; 
For Commission decision, see (1943) 53 PUR 

(NS) 321. 


rocedure, § 30 — Evidence to support findings. 
1. Substantial evidence is required to support the findings of the Commis- 
sion, and a mere general opinion of the Commission unsupported by findings 
of fact based on substantial evidence is of no effect, p. 195. 


Return, § 26 — Cost of money — Earnings — Price ratios — Evidence. 
2. Substitution of 9 per cent as a reasonable allowance for cost of common 
stock capital, where a Commission witness has testified to 11.68 per cent and 
company witnesses fixed it at 10.98 per cent, both exclusive of the cost of 
financing, while the earnings-price ratio of comparable gas companies was 
10.54 per cent, is arbitrary, unreasonable, and void and not supported by 
any substantial evidence, p. 195. 

xpenses, § 15 — Disallowance — Lack of evidential support — Legal services. 
3. Disallowance of a part of the expense for legal services on the ground 
of unreasonableness is error where there is no evidence in the record justi- 
fying the reduction, p. 196. 


order set aside. 


> 


This was an appeal from an order of 
he Commission dated November 8, 
1943, 53 PUR(NS) 321, ordering a 
eduction of $132,896 in the rates 
charged for gas for the year beginning 
September 1, 1943. (The Commis- 
ion’s order allowing an increase in 
ates for the previous year was litigat- 
ed by the Office of Price Administra- 
ion. See [1943] 47 PUR(NS) 1, 


[13] 
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48 F Supp 703; [1943] — US App 
DC —, 50 PUR(NS) 33, 137 F(2d) 
547; and [1944] 321 US 489, 88 
L ed —, 52 PUR(NS) 257, 64S Ct 
731.) The present proceeding related 
to the annual determination of rates 
and charges of the company in ac- 
cordance with the provisions of the 
sliding scale arrangement established 
by order of the Commission dated De- 
54 PUR(NS) 
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cember 13, 1935, 11 PUR(NS) 469. 
In addition, the proceeding related to 
the primary rate of return to be al- 
lowed the company under the provi- 
sions of that arrangement. At the 
hearings relating to the primary rate 
of return, both the Commission’s staff 
and the company’s witnesses devoted 
their attention principally to a study 
of cost of capital, upon which cost a 
rate of return might be predicated. 
Much data and testimony was intro- 
duced pertaining to bond yields, yields 
on preferred stocks, the effective in- 
terest rate on long-term debt to the 
company, and the cost to the company 
of servicing its preferred stocks. 
Studies were made of earnings-price 
ratios and dividend-price ratios predi- 
cated upon the history over a num- 
ber of years of investor interest in the 


common stock of the company and of 
The 


other comparable companies. 
Commission was of the opinion that 
the cost-of-capital approach to a de- 
termination of a fair rate of return 
was particularly well adapted to the 


sliding scale arrangement. As to long- 
term debt capital, the Commission con- 
cluded that “In view of the nature of 
the debt presently outstanding, 

the present cost of this type of capital 
of 4.8 per cent, as developed by the 
company’s witnesses, is fair and rea- 
sonable.” (53 PUR(NS) at p. 331.) 
It held that 4.906 per cent as the cost 
of preferred stock capital was fair and 
reasonable. As to common stock capi- 
tal, the company’s witness presented 
evidence relating to the earnings-price 
ratios applicable to the common stock 
of the company only. The weighted 
average earnings-price ratio for the 
period 1934 to June 30, 1943 arrived 
at by this witness was 10.967 per cent. 
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He added 12 per cent to cover cost of 
common stock financing, thus arriy. 
ing at an aggregate rate of 12.283 per 
cent to be applied to the common stock 
equity to determine the cost of this 
class of capital. The 
found the addition of this 12 per cent 
to be unwarranted. The Commission’ 
witness presented data not only for 
common stock of the company but als) 
for other comparable gas and electri 
companies. He considered ratios for 
the period 1939 to June 30, 1943, alsg 
the spot date of August 2, 1943. He 
arrived at a weighted average earn. 
ings-price ratio of 10.54 per cent ant 
a weighted average dividend-price 
ratio of 6.87 per cent for the six ga 

utilities included in the study, one of 
which was the present company. Fo 
fourteen electric companies considered 
his corresponding ratios were 7.95 pe 
cent and 6.98 per cent, respectively 
The Commission held that while ears 


weight in establishing an allowano 
for return on common stock equity 
consideration must be given also to al 
other pertinent factors. Considering 
all factors, the Commission held th: 
an allowance of 9 per cent was fai 
and reasonable. Treating consumer 
deposits and the depreciation reserv 
as sources of funds, allowances of 
per cent and 4 per cent, respectively 
were made by the Commission. Thi 
gave an annual over-all cost of capita 
of 5.8 per cent. As to the company’ 
argument that a rate of return equa 
only to the cost of capital is the mini 
mum return below which a regulator 
body may not go, the Commissio 
pointed out that the rate base of th 
company included a sum of ovd 
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hat a primary rate of return of 53 
[per cent applied in accordance with the 


fair and reasonable. In view of this 
eduction of the primary rate of re- 
urn under the sliding scale arrange- 
nent from 64 per cent to 5} per cent, 
he deduction of all taxes, except ex- 
ess profits taxes, was allowed. Or- 
ler set aside. 

The memorandum opinion of the 
ourt follows in full: 


, BAILEY, J.: 
[1, 2] In Federal Power Commis- 
sion v. Hope Nat. Gas Co. (1944) 
820 US 591, 88 L ed 276, 51 PUR 
NS) 193, 64 S Ct 281, the Su- 
preme Court, in referring to the Nat- 
ral Gas Act of 1938, said on p. 603: 
‘The rate-making process under the 
ct, i. e., the fixing of ‘just and rea- 
sonable’ rates, involves a balancing of 
he investor and the consumer inter- 
sts. Thus we stated in the Natural 
as Pipeline Company Case that ‘reg- 
lation does not insure that the busi- 
ess shall produce net revenues.’ 
1942) 315 US 575, 590, 86 L ed 
1037, 42 PUR(NS) 129, 62 S Ct 
736. But such considerations aside, 
he investor interest has a legitimate 
oncern with the financial integrity of 
he company whose rates are being 
egulated. From the investor or com- 
bany point of view it is important that 
here be enough revenue not only for 
bperating expenses but also for the 
apital costs of the business. These 
nclude service on the debt and divi- 
lends on the stock. Cf. Chicago & 
.T. R. Co. v. Wellman (1892) 143 
S 339, 345, 346, 36 L ed 176, 12 
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S Ct 400. By that standard the re- 
turn to the equity owner should be 
commensurate with returns on invest- 
ments in other enterprises having cor- 
responding risks. That return, more- 
over, should be sufficient to assure 
confidence in the financial integrity of 
the enterprise, so as to maintain its 
credit and to attract capital . . .” 
And again on page 605, 51 PUR(NS) 
at p. 202: = Rates which 
enable the company to operate success- 
fully, to maintain its financial integri- 
ty, to attract capital, and to compensate 
its investors for the risks assumed 
certainly cannot be condemned as in- 
valid, even though they might produce 
only a meager return on the so-called 
‘fair value’ rate base. . . .” 

Taking as necessary that rates to be 
valid, not only under that act, but 
generally, must “enable the company 
to operate successfully, to maintain 
its financial integrity, to attract capi- 
tal, and to compensate its investors 
for the risks assumed,” there was no 
substantial evidence before the Com- 
mission to support its findings. A 
mere general opinion of the Commis- 
sion, unsupported by findings of fact 
based on substantial evidence, is of no 
effect. 

The question before the Commis- 
sion was what constitutes a reasonable 
allowance based on the cost of the 
common stock capital. By cost of 
capital is meant interest charges and 
enough more to attract capital to the 
company, and to maintain its credit. 
Both the Commission and the com- 
pany’s witnesses used earning-price 
ratios as the principal method of as- 
certaining the investors’ appraisal of 
the return required on the common 
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stock capital. The Commission’s wit- 
ness found that the investors’ appraisal 
of the return required on the common 
stock capital of the company was 11.- 
68 per cent and the company’s wit- 
nesses fixed it at 10.98 per cent, both 
exclusive of the cost of financing. 
The earnings-price ratio of the six 
gas companies to which the Commis- 
sion’s witness testified was 10.54 per 
cent. In its findings the Commission 
adopted neither of these facts as the 
cost of common stock capital. It sub- 
stituted 9 per cent as a reasonable al- 
lowance and amended the sliding-scale 


order of 1935 so as to reduce the pri- 
mary rate of return from 64 per cent 
to 5# per cent. 

This allowance of 9 per cent is not 
supported by any substantial evidence 
and is arbitrary, unreasonable, and 
void. 

[3] The Commission found that 
the amount of expenses of the com- 
pany for legal services was unreason- 
able and disallowed one-half of the 
amount. I find no evidence in the 
record justifying this reduction. 

The order of the Commission 
should be set aside. 





MAINE PUBLIC UTILITIES COMMISSION 


Re Casco Castle Company 


U. 1794 
June 28, 1944 


sono by water company for authority to discontinue 
service; denied. 


Commissions, § 30 — Jurisdiction — Constitutionality of statute. 
1. The Commission does not have power to set aside acts of the legis: 
lature, as the exercise of such power is in its very nature a purely judicial 
function vested in the court, and the Commission is not a court, p. 1% 


Public utilities, § 121 — Status of company furnishing water. 
2. A company which, after passage of the Public Utilities Act, continue 
to own, control, operate, or manage its waterworks and to furnish wate 
to the public for domestic use became a public utility, and by so devoting 
its property to the public use it assumed all applicable obligations imposed 
by the act, p. 199. 


Service, § 141 — Duty to serve — Lack of charter authorization. 


3. A company operating a water utility cannot disclaim any part of 1h 
obligations upon the ground that its charter does not authorize the condud 
of its public water supply business, p. 199. 


Public utilities, § 21 — Tests of status — Charter. 


4. The status of a corporation as a public utility depends upon its ac 
operations, not upon the legal authority of its charter, p. 199. 
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Service, § 215 — Abandonment — Necessity of authorization. 
5. A company which has operated a water system as a public utility cannot 
divest itself of its public character without the consent of the Commission 
so long as such consent is not unreasonably or arbitrarily withheld, p. 199. 


Service, § 242 — Approval of abandonment — Burden of proof. 
6. The burden of proof to justify an abandonment or discontinuance of 
service is upon a water company petitioning for approval of discontinuance, 
and detailed, definite, and cogent proof is required, p. 203. 


Evidence, § 4 — Judicial notice — Annual reports of companies. 


7. The Commission takes judicial notice of data obtained from the annual 
reports of regulated companies, p. 204. 


Service, § 489 — Abandonment — Evidence of income and expense. 
8. Evidence relating to past income and expense of a company seeking 
authority to abandon service is material to the issue only so far as it tends 
to show the future prospects, p. 207. 


Service, § 237 — Abandonment — Operating loss — Period covered. 
9. The fact that an operating loss was incurred in one year by a company 
seeking authority to abandon service is not alone sufficient to determine 
future prospects, where abnormal expenditures were made in that year, 
which, if spread over a period of years, would have resulted in avoiding a 
loss in any one year, particularly where it appears that this was the first 


year’s loss in the entire period under the company’s present management, 
p. 207. 


Service, § 237 — Abandonment — Adequacy of return — Period covered. 
10. The principle adopted in rate cases that, in determining whether a 
utility is receiving a reasonable return, a reasonably long period must be 
taken rather than the result of operation in a single year, is equally appli- 
cable in a case relating to approval of service abandonment, p. 207. 
Return, § 117 — Water utility — Confiscation. 
11. An average return of 5.4 per cent over a period of eleven years and 
an average of 4.2 per cent over a 12-year period, including the most recent 
year when abnormal expenditures were made, was held not to be so low 
as to be confiscatory for a water company so situated that the risk to 
invested capital was comparatively small, p. 208. 
Service, § 239 — Abandonment — Exhaustion of alternative remedies — Rate 
increase. 
12. A water company seeking authority to discontinue its service because 
of an operating loss must show that it has first exhausted every reasonable 
effort to operate successfully, and one of the efforts that must be proved 
is that an attempt to increase rates has been made, or failing that, that any 
sufficient increase would be unreasonable and prohibitive, p. 208. 
¥ 
APPEARANCES: Charles E. Gur- corporation organized under the gen- 
ney, Portland, for petitioner; Paul L. eral laws of the state of Maine, for 
Powers, Freeport, for consumers. approval by this Commission under 
P L 1933, Chap 155, of its proposed 
By the Commission: This is a discontinuance of a public water sup- 
petition by Casco Castle Company, a ply system and a public water serv- 
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ice which for many years it has been 
rendering at South Freeport in the 
town of Freeport and county of Cum- 
berland in this state. 

The petition, bearing date of May 
24, 1944, was filed with this Com- 
mission the following day, and on 
May 25th a public hearing was ordered 
to be held thereon at the town hall 
in Freeport on June 7, 1944, at 9:30 
o’clock in the forenoon, EWT. On 
the same day, due notice thereof was 
given by the clerk. Subsequently, at 
petitioner’s request, hearing was con- 
tinued to June 14, 1944, at the same 
time and place, when the hearing was 
held, after due notice of the continu- 
ance. 

In a recent proceeding involving 
this company, F. C. #1204, it be- 
came necessary for this Commission 
to investigate and pass upon the con- 
dition of petitioner’s plant and the 
adequacy of its public service. After 
a hearing held at Freeport on May 10, 
1944, a decree was issued on May 17, 
1944, in which it was found that peti- 
tioner’s system had been “neglected 
and allowed to fall into a deplorable 
condition,” and that its service to its 
customers was inadequate. The com- 
pany was ordered to “take such steps 
as may be necessary to repair or re- 
place its source of supply, pumps, 
tanks, pipes, and other facilities, to 
enable it to render safe and adequate 
service to its customers at all times; 


” 


As appears in the decree in that 


case, Casco Castle Company was 
originally incorporated primarily for 
the purpose of operating a summer 
hotel known as “Casco Castle,” and 
properties connected therewith at 
South Freeport. Among the proper- 
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ties acquired by the company was 
the water system, construction of 
which had been completed September 
1, 1912. From that date to the pres- 
ent time this system has constantly 
been operated to supply the commun- 
ity. The record does not reveal the 
date of acquisition by the present own. 
er. The first annual report filed with 
this Commission in the name of Casco 
Castle Company covered operations 
for the year 1931. The number of 
customers is about fifty in the winter 
and eighty to ninety in the summer. 

It appears from the evidence in the 
present case that on May 23, 1944, 
six days after the above-mentioned 
decree was issued, a meeting of peti- 
tioner’s stockholders voted “That the 
company cease rendition of further 
service in supplying water to custom: 
ers in South Freeport and that such 
cessation shall date from July |, 
1944”; and also “That the company 
file petition with the Public Utilities 
Commission under the law applicable, 
to be permitted to cease rendition of 
public service in the supplying of 
water.” 

On the following day the superin- 
tendent was instructed to terminate 
service on July Ist in a letter from 
the treasurer; and under date of June 
2, 1944, notices were mailed to each 
customer informing him of petition § 
er’s intention to discontinue all watet 
service on the first day of July. 

The statute under which this pet 
tion is brought, P L 1933, Chap 155, 
reads, so far as applicable to this cast, 
as follows: 

“No public utility as defined in this 
chapter shall abandon all or any part 
of its plant, property, or system nec 
essary or useful in the performance of 
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its duties to the public, or discontinue 
the service which it is rendering to the 
public by the use of such facilities, 
without first securing the approval of 
the Public Utilities Commission. In 
granting its approval, the Commission 
may impose such terms, conditions, or 
requirements as in its judgment are 
necessary to protect the public inter- 
est. Any public utility abandoning 
all or any part of its plant, property, 
or system or discontinuing service in 
pursuance of authority granted by the 
Commission under the provisions of 
this section shall be deemed to have 
waived any and all objections to the 
terms, conditions, or requirements im- 
posed by the Commission in that re- 
gard.” 

Petitioner appears to base its case 
upon two contentions, which may be 
stated as follows: 

1. That, upon due notice to its cus- 
tomers, it may lawfully withdraw its 
property from public use, and discon- 
tinue its public service, at any time it 
chooses, irrespective of whether its 
water business is profitable or other- 
wise. 

2. That it cannot be compelled to 
make repairs and carry on its busi- 
ness at a loss. 

We shall deal with these contentions 
in that order. 

[1] Counsel for the petitioner in 
his oral argument took the position 
that P L 1933, Chap 155, contra- 
venes the Fourteenth Amendment to 
the Constitution of the United States 
and is therefore void. Even if the 
Commission were of that opinion, it 
does not presume to have the power 
to set aside acts of the legislature. 
The exercise of such power is in its 
very nature a purely judicial function. 
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The judicial power of the state is 
vested in the supreme judicial court 
and other “courts” established by the 
legislature. Constitution of Maine, 
Art VI, § 1. The Public Utilities 
Commission is not a “court.” Al- 
though it may be said to possess 
certain quasi-judicial powers, “its 
functions are mainly legislative and 
administrative, and not judicial.” 
Hamilton v. Caribou Water, Light & 
P. Co. 121 Me 422, 423, PUR1922E 
801, 802, 117 Atl 582. 

Under what we conceive to be the 
established law, and the well-settled 
practice of this and other state reg- 
ulatory Commissions, we are bound to 
presume the validity of legislative en- 
actments, and to be governed by their 
provisions, unless and until they are 
repealed or held invalid by courts of 
appropriate jurisdiction. Public Utili- 
ties Commission v. Milo Water Co. 
(Me) PURI930C 212; Cincinnati 
Traction Co. v. Public Utilities Com- 
mission, 111 Ohio St 681, PUR1925C 
510, 514, 146 NE 84; Re Cochise 
(Ariz) PUR1915D 220; Re Dalton 
(Utah) PUR1922E 847, 855; Re Los 
Angeles (Cal) PUR1916F 593, 629; 
Re Rochester (NY ) PUR1922E 704, 
706; Colburn v. Nashua Street R. Co. 
(NH) PURI916A 424. 

Nevertheless, a consideration of 
constitutional principles is requisite to 
a proper interpretation of the act and 
a proper exercise of the discretion 
vested in the Commission by its 
terms. 

[2-5] In support of its contention 
that it may discontinue at will, peti- 
tioner relies upon a statement of the 
Supreme Court of the United States 
to the effect that one who devotes 
his property to public use, though sub- 
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jected thereby to be controlled by the 
public, “may withdraw his grant by 
discontinuing the use.” Munn v. Illi- 
nois (1877) 94 US 113, 126, 24 
Led 77. To this Commission it ap- 
pears that the quoted language was 
purely obiter dictum. The court was 
dealing with the constitutional power 
to regulate a business in which the 
property employed was devoted to a 
public use. The right to discontinue 
a business so regulated was not in 
issue. Furthermore, it does not ap- 
pear in Munn v. Illinois, supra, that 
there was any statutory prohibition of 
such discontinuance, such as that in- 
volved in the instant case. 

Petitioner also cites Wolff Pack- 
ing Co. v. Court of Industrial Rela- 
tions, 262 US 522, 67 L ed 1103, 
PUR1923D 746, 43 S Ct 630, 27 
ALR 1280, in which a Kansas statute 
regulating wages and labor conditions 
in the meat packing and certain other 
businesses was declared unconstitu- 
tional as a deprivation of property 
without due process of law. The de- 
cision rests largely upon interference 
with the freedom of contract of the 
owners and freedom of labor of the 
workers. Although the opinion de- 
livered by Mr. Chief Justice Taft con- 
tains, at p. 543 of 262 US, PUR 
1923D at p. 758, some general lan- 
guage to the effect that an owner 
whose business “by mere changed con- 
ditions” becomes clothed with a pub- 
lic interest “may stop at will, wheth- 
er his business be losing or profitable,” 
the facts involved in the case are so 
entirely different, and the issues before 
the court so distinct, from those in 
the instant case, that we do not regard 
the decision as controlling the point 
here in issue. Furthermore, this lan- 
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guage appears to have been based upon 
Weems Steamboat Co. v. People’s 
Steamboat Co. (1909) 214 US 345, 
53 L ed 1024, 29 S Ct 661, which is 
cited by the court. But the Weems 
Case, involving the right of an owner 
of a wharf to withdraw it from pub- 
lic use, merely held that upon the facts 
there had been no intent to dedicate 
and therefore no dedication to the 
public, and that consequently the pub- 
lic had merely a license which was 
revocable. Had the property been em- 
ployed as a public business and actual- 
ly dedicated to a public use and ac- 
cepted by the public we think the re- 
sult would have been otherwise. A 
gratuitous license is essentially rev- 
ocable in its nature while a dedication 
which has been accepted is irrevocable. 
18 CJ, Dedication, § 5. 

The duty to serve the public may 
arise from a special franchise, it may 
be based upon contract, or, as in this 
case, it may depend upon devotion by 
the owner of his property to a public 
service regulated by the state. 

When petitioner, or its predecessor, 
after passage of the public utilities act, 
continued to own, control, operate, or 
manage its waterworks am to furnish 
water to the public for domestic use it 
became a’ public utility. R. S. Chap 
62, § 15. By so devoting its property 
to the public use it assumed all ap- 
plicable obligations imposed by the 
act. Since the enactment of the reg- 
ulatory law it has continued for nearly 
thirty years to perform its public func- 
tion. It has recognized the fact that 
it was subject to public regulations by 
the filing of the reports required of 
utilities annually by this Commission, 
as well as by the filing of rate sched- 
ules and its rules and regulations. 
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Casco Castle Company cannot now 
be heard to disclaim any part of its ob- 
ligation upon the ground that its 
charter does not authorize the conduct 
of its public water supply business. 

Whether or not the corporation is a 
“public utility” as defined in the statute 
depends upon its actual operations, not 
upon the legal authority of its charter. 
By the express language of the statute 
a “water company,” as included in the 
definition of “public utility,” is “every 
corporation owning, control- 
ling, operating, or managing any 
waterworks for compensation within 
this state.” Rev Stats Chap 62, § 15. 
These words make it plain that actual 
operation, not legal authority, is the 
criterion; and all the decisions that 
have come to our attention have so 
held. Illinois Power & Light Corp. v. 
Consolidated Coal Co. (1928) 251 Ill 


App 49; State ex rel. Danciger & Co. 
v. Public Service Commission, 275 Mo 
483, PURI919A 353, 205 SW 36, 
18 ALR 754; Hutchinson v. Penn- 


sylvania Chautauqua (Pa) PUR 
1931C 168; Dwight v. Lyon & Hoag 
(Cal) PUR1919F 519. 

The rule is clearly stated by the 
Illinois court of appeals in Illinois 
Power & Light Corp. v. Consolidated 
Coal Co., supra, at p. 75 of 251 Iil 
App: 

“If a person or corporation assumes 
to act as a public utility and exercises 
the powers thereof, although unlaw- 
fully, it will be considered a public 
utility. If such were not the true 
rule then the present public policy of 
this state would be of no force or 
effect.” 

The same opinion quotes with ap- 
proval the following language: 

“The appellees have assumed and 
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exercised the powers of a public utility 
and enjoyed the resulting benefit but 
have discriminated between applicants 
for service and selected favored per- 
sons and corporations. It is not their 
privilege to say that they are absolved 
from the duties and obligations of a 
public utility because they have not 
been lawfully authorized to engage in 
the business to which such duties and 
obligations attach.” 

And in 51 CJ, Public Utilities § 4 
it is stated that: ‘While the power 
possessed by a corporation under its 
charter or general statutes may be in- 
quired into to determine whether it is 
authorized to perform a public serv- 
ice, the question whether it is or is 
not a public utility depends not upon 
its powers but upon its acts.” 

Likewise, in Washington ex rel. 
Stimson Lumber Co. v. Kuykendall, 
275 US 207, 72 L ed 241, PUR 
1928B, 258, 48 S Ct 41, the United 
States Supreme Court held that cer- 
tain towboat owners were “common 
carriers” within the meaning of a 
statute of the state of Washington 
by virtue of the operations they 
actually conducted. At p. 261 of 
PURI1928B the court said: “The 
tariff filed by the Northwestern 
Towboat Owners Association shows 
that fifty owners held themselves out 
as engaged in the business of com- 
mon carriers, including the towing of 
logs; and, for that purpose, they de- 
vote their towboats to the use of the 
public. They are common carriers, 
not because of legislative fiat, but by 
reason of the character of the busi- 
ness they carry on.” 

It is thus clear that petitioner is 
subject to the requirements of the 
public utilities law. We can perceive 
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no sound reason to believe that it can 
divest itself of its public character 
without the consent of this Commis- 
sion so long as such consent is not un- 
reasonably or arbitrarily withheld. 

A similar statutory requirement 
was challenged in Cleveland v. East 
Ohio Gas Co. 34 Ohio App 97, PUR 
1929E 29, 170 NE 586, in which the 
court upheld the constitutionality of 
an act prohibiting the discontinuance 
of service without the consent of the 
Public Utilities Commission. 

The court, in an extensive consid- 
eration of the question, said at p. 113 
of 34 Ohio App, PUR1929E at p. 41: 
“Can there be any serious objection 
to any well-minded utility—and_ it 
must be remembered that utilities are 
permitted and created for the pur- 
pose of aiding and benefiting the pub- 
lic—can it, I say, be any hardship for 
the East Ohio Gas Company to file an 
application with the Public Utilities 
Commission, setting up its desire, giv- 
ing notice through the Commission of 
its desire to withdraw its service? 
After a hearing, if the Utilities Com- 
mission thinks the request should be 
granted, it has the power, under cer- 
tain terms and conditions, to grant the 
withdrawal of service. If, on the oth- 
er hand, it finds that such step 1s not 
to the best interests of the public, it 
can refuse the permission, and I ap- 
prehend that in such case the Utilities 
Commission would have the power to 
fix what would be a proper rate to give 
a fair return for the capital invested 
by the gas company.” 

In Re Marin Lumber & Supply Co. 
(Cal) PUR1928B 661, a lumber com- 
pany assumed the function of supply- 
ing water to the general public in the 
neighborhood. It was held that by 
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so doing it became a public utility, 
that its property was dedicated to a 
public use so that it became impressed 
with the obligations of a public utility, 
including the duty not to discontinue 
its service without Commission au- 
thority. The company was ordered to 
repair its system and to render con- 
tinuous and adequate service. 

And, in 43 Amer Jur § 78, p. 621, 
the law on this subject is set forth 
as follows: 

“In a number of cases the question 
has arisen whether one having once 
undertaken to serve the public with 
some public utility can, in the absence 
of the consent of the legislature, there- 
after abandon the undertaking. The 
view that a public utility which has 
once undertaken a public service can- 
not discontinue that public service at 
will and is under some duty to the 
public to continue, especially where it 
has received public funds or lands, has 
been stated or adopted generally.” 

The legislature enacted P L 1933, 
Chap 155, for the very purpose of 
preventing a utility, such as the peti- 
tioner, from arbitrarily discontinuing 
its service and leaving its patrons, as 
in this case, devoid of one of the in- 
dispensable necessities of life. It was 
the legislative intent that such drastic 
action should not be permitted unless 
the Commission were first satisfied 
that some valid ground exists other 
than a mere desire to quit. It is the 
duty of this Commission to carry out 
that intent until subsequent legislative 
action or judicial decision shall deter- 
mine to the contrary. 

But the petitioner further contends 
that it has established a valid ground 
for discontinuance. It says it can- 
not make the necessary repairs to its 
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system and continue to operate except 
at a loss, and that the prayer of the 
petition must, therefore, be granted. 

Petitioner invokes the doctrine that 
to compel a public utility to operate 
in the face of a reasonable certainty 
that future conduct of business will 
necessarily be at a loss is an uncon- 
stitutional deprivation of its property 
without due process of law, and relies 
upon such cases as Brooks-Scanlon 
Co. v. Louisiana R. Commission, 251 
US 396, 64 L ed 323, PUR1920C 
579, 40 S Ct 183; Bullock v. Florida 
ex rel. Railroad Commission, 254 US 
513, 65 L ed 380, PUR1921B 507, 41 
S Ct 193; and Texas R. Commission 
v. Eastern Texas R. Co. 264 US 79, 
68 L ed 569, PUR1924C 407, 44 S 
Ct 247. 

[6] We must examine the evi- 
dence to determine whether or not peti- 
tioner’s case falls within the limits 


of that doctrine, keeping in mind that 
the burden of proof to justify an 
abandonment or discontinuance of 


service is upon the petitioner. Re 
Bangor Hydro-Electric Co. (Me) 
PUR1930D 336; and that detailed, 
definite, and cogent proof is required. 
Re Portland R. Co. (Me) PUR 
1928E 300, 304. 

The sole witness presented by the 
petitioner was Mr. Herbert M. Tyler, 
employed as its bookkeeper since 
November 1, 1943. From the figures 
furnished by the company in its an- 
nual reports to the Commission, and 
partly read into the record by Mr. 
Tyler (beginning at page 5) we have 
the annual revenues, expenses, and net 
operating income from water opera- 
tions for each year, 1934 to 1943, in- 
clusive. From the net operating in- 
come, and starting with an investment 
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in operating property of $3,182.42 for 
the year 1934, computed percentages 
of return on investment for each year 
were included in Mr. Tyler’s testi- 
mony. The computations for years 
subsequent to 1934 were described as 
“using the same value of the prop- 
erty” which from later testimony ap- 
pears as the recorded book invest- 
ment of 1934 adjusted for recorded 
additions and retirements of subse- 
quent years. 

Included in the details of expense 
items, as explained by Mr. Tyler, were 
annual charges for depreciation in the 
following amounts: 


Depreciation 


There were also other charges to 
expenses in the years 1936, 1938, and 
1939 which Mr. Tyler in cross-ex- 
amination agreed were in effect addi- 
tional charges to expenses for de- 
preciation. These charges, as listed, 
were: 

1936 Loss on Abandoned Assets 
1938 Loss on Abandoned Assets 
1939 Uncollectible Revenues 

The $126.38 item was found by 
Mr. Tyler to have been reported as an 
amortization charge and incorrectly 
listed by him as Uncollectible Rev- 
enues. He also agreed that the $126.- 
38 was a balance of retirement charged 
to expenses and in the nature of the 
other charges for loss on abandoned 
property. 

It appears in evidence that Mr. 
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Tyler made reference to the Casco 
Castle Company annual accounting re- 
ports to this Commission as a source 
of information for his figures. Those 
reports are sworn statements of the 
operating and financial data for each 
year, taken from the company books. 
From these reports it appears that the 
present management dates from 1931 
and that the present basis of Invest- 
ment in Operating Property was set 
up in the year 1932, when an im- 
proved system of accounting was es- 
tablished. It also appears that the 
first provision for depreciation was 
made during the year 1933, so that 
the balance in Depreciation Reserve, 
which stood at $1,053.28 at the close 
of 1943, has been created since the 
year 1932. Furthermore, effective 


August 28, 1932, substantial increases 
in water rates were allowed by this 


Commission. 


[7] For these reasons, the follow- 
ing analyses of revenues, expenses and 
income have been started with the 
year 1932, two years earlier than the 
results presented in evidence by the 
company. The sources of the addi- 
tional data are the annual reports of 
which the Commission takes judicial 
notice in such cases. People ex rel. 
New York Edison Co. v. Willcox 
(1912) 207 NY 86, 95, 100 NE 705, 
45 LRA(NS) 629; Chicago & N. W. 
R. Co. v. Railroad Commission 
(1914) 156 Wis 47, 145 NW 216; 
Re Central Illinois Light Co. (Ill) 
PUR1923A 445; Nyack v. Rockland 
Light & P. Co. (NY) PURI920A 
754. 

The operating results from the wa- 
ter business and the net expressed in 
per cent of return on the Investment 
in Operating Property appear as set 
up in Table I. 


TABLE I 
Water Operating Income as Reported Years 1932 to 1943 


Investment 
in Operating 
Property 
(b) 
$2,473.19 
2,749.61 
3,182.42 


3,182.42 
3,189.42 
3,189.42 


Operating 
Revenues 
(c) 
$580.57 $384.60 
803.82 
856.98 


894.50 
873.16 
885.00 


876.00 
861.76 
883.50 


1,020.75 
905.50 
1,040.00 


Net Per cent 

Operating Return 
Income on Invest. 
(e) f 
$195.97 
126.32 
143.66 


188.48 
50.01 
246.05 
151.35 
64.22 
142.74 


Total 
Expenses 
(d) 


677.50 
713.32 


706.02 
823.15 
638.95 


724.65 
797.54 
740.76 


676.60 
735.28 
1,248.61 


170.22 
(R)208.61 





Total 11 Years 
Average Year 


Total 12 Years . 
Average Year .. 


34,060.38 
3,096.40 


37,421.42 
3,118.45 


9,441.54 
958.32 


10,481.54 
873.46 


7,618.37 
692.58 


8,866.98 
738.91 


1,823.17 
165.74 


1,614.56 
134.55 


(R) Indicates a red figure or deficit for year 1943, 
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Expenses have fluctuated in total this Commission, the items and 
and by items over the period. Classi- amounts of expense are shown in 
fied in accordance with the reports to Table II: 


TABLE II 
Water Expenses, as Reported Years 1932 to 1943 

Operation and Uncollectible Total 

Maintenance Taxes Depreciation Revenues Expense 
d (e) (f) 

ifm $384.60 
32.00 677.50 
53.00 713.32 
706.02 


40.63 823.15 
10.00 638.95 


25.00 724.65 


103.67 |} 
48.00 *126.38 797.54 


48.00 103.67 99,00 740.76 


48.00 103.67 eeee 676.60 
55.68 103.67 Heer 735.28 
50.83 103.67 34.00 1,248.61 


Total for 11 Years .... 5,602.60 559.03 _— 259.63 7,618.37 
186.1 

Average Year 509.33 50.82 91.91 23.60 692.58 
* 16.92 


Total 12 Years ..... ves 6,662.71 609.86 1,114.68 293.63 8,866.98 
Average Year 50.82 92.89 24.47 738.91 
* 15.51 











* These amounts charged to expenses were reported as Loss in Fixed Assets Abandoned and 
Amortization, but were the balance of retirements over charges to Depreciation Reserve and 
in effect additional charges to expenses for depreciation. 
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Direct charges to Depreciation Re- 
serve on account of retirements of 
property were limited to small 
amounts. Therefore, very little use 
was made of the reserve created by 
direct depreciation charges to ex- 
penses, except as a source of cash for 
other purposes. The development of 
the Depreciation Reserve is shown in 
Tabel III: 


regulations of this Commission the 
prescribed function of an annual de- 
preciation charge is to compensate the 
owners currently for the original cost 
of the property used up in service to 
the public and to provide a reserve 
for accounting for such original cost 
when the retirement of the property 
occurs. Whereas, in compliance with 
such regulations the amount of the 


TABLE III 
Development of Depreciation Reserve Years 1932 to 1943 


Annual Chg. 
to Exp. 
and Credit 


to Reserve 
b 


83.62 
97.17 


103.66 
103.09 
104.01 


Amount 


or 
Property 
Retired 
(c) (d) (e) (f) 

$ $ $ $ 


30.00 


37.00 
180.50 


Balance 
in Reserve 
at Close 
of Year 


Balance of 
Retirement 
Charged 


to Exp. 


Actual 

Charge 
Against 
Reserve 


83.26 
180.79 


284.45 
383.04 
487.05 


589.05 
638.60 
742.27 


845.94 
949.61 
1,053.28 





Total for 11 Years 
Average Year 


Total 12 Years 
Average Year 


91.91 


1,114.68 

92.89 

It thus appears that the major por- 
tion of the original cost of retired 
property, over the period of twelve 
years under the present management, 
has been taken care of by direct 
charges to operating expenses and 
that the portion provided through de- 
preciation charges and created reserve 
has been so minor that the operating 
results would not have been greatly 
reduced if those charges had also been 
made directly against operating ex- 
penses, thus eliminating any necessity 
for annual depreciation charges. 

In accordance with the accounting 
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247.50 
22.50 


247.50 
20.62 





61.40 
5.58 


61.40 
5.12 


186.10 
16.92 


186.10 1,053.28 
15.51 87.77 
reserve is represented by assets in the 
form of cash, or investments, in this 
case it appears in evidence (Record 
p. 19) that the cash assets obtained 
have been used for other activities of 
the corporation. 

The nonoperating property of the 
corporation is defined as real estate, or 
land, in South Freeport, and the ac- 
counting reports indicate that the 
major nonoperating activities of the 
corporation are the payment of taxes 
and other small expenses representing 
carrying charges on land held at a 
fixed asset of $9,526.81. There is a 


949.61 
86.33 
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minor activity indicated by a non- 
operating revenue in a total of $65 
over a period of twelve years. 

The reported results of the operat- 
ing and nonoperating activities of the 
corporation are shown in Table IV: 


$1,614.56 and the depreciation charges 
contributing to a reserve balance of 
$1,053.28, no assets have been created 
accruing to the benefit of the water 
property and the water customers. 
[8-10] The evidence presented re- 


TABLE IV 
Net Income of Corporation Years 1932 to 1943 


Net Operating Non- 

Income 
Water 
(c) 

$10.00 

10.00 

5.00 


50.01 5.00 


246.05 


(R) 208.61 


Operating 
Income 


Other Net Income 

Interest Deductions to Surplus 
Deductions ** Deficits 
(e) (f) (g) 

; $58.20 

134.28 

128.09 


163.44 
285.03 
211.35 


232.32 
290.45 
172.01 


33.62 
259.56 
595.44 


Gross 
Income 
(d) 
$205.97 
136.32 
148.66 


193.48 
55.01 
256.05 


151.35 
69.22 
147.74 


349.15 
175.22 
(R)208.61 


61.16 
45.46 





Total 11 Years 
Total 12 Years 


1,823.17 
1,614.56 





113.63 
159.09 


1,888.17 
1,679.56 


3,742.89 
4,084.26 


1,968.35 
2,563.79 


(R) Indicates red figures or deficits for the year 1943. ; 
* Col. (f) These deductions represent taxes and other small expenses on non-operating 


property. 


** Col. (g) Red figures or deficits for all years. 


The figures in Table IV explain 
what has become of the profits from 
water operation which company wit- 
ness Tyler stated were taken as “a 
part of the entire corporation,’ and 
of the depreciation reserve assets 
which he testified were used for other 
activities of the corporation. 

The investment assets in water 
operating property have increased only 
$887.85 during the 12-year period. 
Liabilities of notes payable $931.43 
more than offset the net additions to 
property. 


VGar MONG. Soi dr ececwbacs 


$3,361.04 
edie acc ia/paelses eaten esuverece 


2,473.19 


$887.85 
From the net water earnings of 
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lating to past income and expense 
is material to the issue only so far as 
it tends to show the future prospects. 
The question is whether there is a 
reasonable certainty that this com- 
pany’s water operations cannot here- 
after be successfully carried on. The 
fact that a loss was incurred in the 
one year 1943 is not alone sufficient 
to determine future prospects. Ab- 
normal expenditures were made in 
1943. Had they been spread over a 
period of years there would have been 
no loss in any one year. There is no 
evidence that future operating ex- 
penses would approach the 1943 
figure. 

The mere fact that there has been 
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a loss in the past year is not sufficient 
to establish petitioner’s right to dis- 
continue, when it appears that this 
was the first year’s loss in the entire 
period under the company’s present 
management. Re Columbia R. Gas 
& E. Co. (SC) PUR1927D 684. In 
determining whether a utility is re- 
ceiving a reasonable return in a rate 
case, a reasonably long period must 
be taken rather than the result of 
operation in a single year. Belleville 
v. East St. Louis & S. R. Co. (Ill) 
PURI9I9E 916, 923. The same 
principle is equally applicable here. 
[11] From Table I, supra, after a 
liberal allowance for depreciation 


which money was largely appropriated 
for nonoperating purposes, we find 
that the average return on the water 
investment for the eleven years pre- 
ceding 1943 was 5.4 per cent, and that 


the average for the twelve years, in- 
cluding 1943, was 4.2 per cent. For 
a water company so situated as Casco 
Castle Company, in which the risk to 
the invested capital is comparatively 
small, this average return for the 
twelve year period cannot be said to 
be so low as to be confiscatory; nor 
has petitioner presented any evidence 
to show that it is. Such a company, 
required to operate at such a return, 
is not thereby deprived of its prop- 
erty without due process. 

Although petitioner claims that it 
cannot meet the expense of necessary 
repairs to enable it to render adequate 
service, it has made no survey to as- 
certain what repairs must be made or 
how much expense would be involved. 
It offers no evidence whatever upon 
which this Commission could find that 
such expense would be prohibitive in 
amount. 
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If expenditures made upon non- 
operating property from depreciation 
accruals had been used for upkeep of 
petitioner’s water plant, perhaps little 
or no outlay would now be required. 
Or if these funds were now available 
they might suffice. These circum- 
stances do not assist the company in 
sustaining its burden of proof. 

In a similar case the Oxford Elec- 
tric Company operated both electric 
service and a street railway. It had 
maintained no depreciation reserve for 
the street railway but had placed some 
$20,000 therefrom into the electric 
property which, if available, could 
have been used toward rehabilitation 
of the street railway. After indicat- 
ing that fact this Commission refused 
to allow abandonment of the railway 
system. Re Oxford Electric Co. 
(Me) PUR1920A 852. 

[12] Furthermore, we think the 
authorities establish beyond question 
that even if petitioner had shown a 
loss for a sufficient period, in order to 
warrant discontinuance it would still 
have to show that it has first exhaust- 
ed every reasonable effort to operate 
successfully. Re Muncie Electric 
Light Co. (Ind) PUR1918B 194; Re 
Durango R. & Realty Co. (Colo) 
PURI920B 505; Re _ Bellingham 
Teleph. Co. (Minn) PUR1920B 941; 
Comly v. Goodstein (Colo) PUR 
1931E 31; Re Seashore Gas Co. (NJ) 
PUR1918A 871; Re Kampsville Elec- 
tric Light & P. Co. (Ill) PUR1920F 
133, 136. 

Not only has petitioner failed to 
show such action; it has affirmatively 
proved the contrary. The company’s 
sole witness testified as follows: 

Q. To your knowledge, Mr. Tyler, 
has anything been done since you have 
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been employed by the company, your 
employment by the company, to as- 
certain what the trouble with this sys- 
tem is? 

A. No, sir. 

Q. So that in your experience, ac- 
tivities as bookkeeper of this com- 
pany’s affairs, you don’t know what 
it would cost to comply with the Com- 
mission’s decree? 

A. No, sir. 










Q. To your knowledge, was any 
discussion had or action taken by the 
members and officers of the company, 
to do anything to change the operat- 
ing basis in order to eliminate the loss 
which appeared in 1943? 

A, No. 

Q. Nothing was done? In your ex- 
perience with the company, this thing 
has been pretty much neglected, hasn’t 
it, Mr. Tyler? 

A. In years past; yes, sir. 



















to Q. Very much neglected? 

ill A. Possibly. 

a The evidence fails to convince us 
va that every reasonable effort has been 
ie exhausted. 

») Moreover, one of the efforts that 
mn must be proved is that an attempt to 
1; increase rates has been made, or fail- 





ing that, that any sufficient increase 
would be unreasonable and prohibitive. 
If such facts are not proved a utility 
is not entitled to discontinue its serv- 
ice on the ground of operating at a 
loss. Wiesehan v. Zionsville Water 
& Electric Light Co. (Ind) PUR 
1922C 863; Devon Park Hotel Corp. 
v. Hunter (Pa) PUR1928B 624; Re 
Muncie Electric Light Co. supra; 
Comly v. Goodstein, supra; Re Bell- 
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ingham Teleph. Co. supra; Re Mont- 
pelier Utilities Co. (Ind) PUR1923E 
513, 517; Priest v. Parkhill (Cal) 
PUR1926D 37, 41; Re Seashore Gas 

Co. supra; Re Denman (Idaho) PUR 

1928C 672, 674; Re Kampsville Elec- 

tric Light & P. Co. supra. 

In Re Montpelier Utilities Co. ubi 
supra, at p. 517 of PUR1923E, the 
Indiana Public Service Commission 
says: “The question of the abandon- 
ment of the plant and service of a 
utility is always one of extreme im- 
portance, but in the case of a water 
utility its importance is greatly en- 
hanced. Various Commissions have 
ruled on this subject and all agree 
that abandonment should not be per- 
mitted until an increase in rates has 
been tried.” 

In Comly v. Goodstein, ubi supra, 
the Colorado Public Utilities Commis- 
sion says at p. 34 of PURI931E: 

“Even if the proof showed in this 
case that service were being rendered 
at a loss, we do not believe a case has 
been made warranting authority to 
abandon. The reason for our conclu- 
sion is that before abandonment may 
be made, a utility must show that it 
is impossible to avoid a loss, or, pos- 
sibly, impossible to earn a reasonable 
return, under any reasonable condi- 
tions and circumstances. 

“ | . . The utility might make a 
reasonable increase in rates, and make 
all reasonable efforts to procure more 
customers, and do whatever else might 
be reasonable and necessary to put the 
operation on a reasonably remunera- 
tive basis. It is the opinion of 
the Commission that a case for aban- 
donment has not been made by show- 
ing merely that the rates now charged 
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the consumers have not resulted in 
what is considered a sufficiently high 
profit to the utility.” 

The evidence does not indicate that 
Casco Castle Company has given any 
consideration to its rates since 1932, 
or that it has filed any new schedule 
or complaint for en increase with this 
Commission since that date. Mr. 
Tyler, the company’s only witness, 
testified that to his knowledge there 
has been no such filing; and none is 
revealed by the Commission records. 

Upon the evidence we are led to 
believe that revenues have in the past 
been adequate; and the company has 
evidently so regarded them. 

Depreciation charges over the past 


twelve years total approximately 334 
per cent of the entire investment in 
water property. Had these funds 
been used for maintenance instead of 
for purposes apart from its water busi- 
ness, petitioner would not now be 
faced with extraordinary expense for 
reconstruction. 

After full consideration of all evi- 
dence presented, it is our conclusion 
that petitioner has failed to sustain its 
burden of proof. Sufficient reason 
for us to approve the proposed discon- 
tinuance has not been shown. 

Therefore, it is ordered, adjudged, 
and decreed 

That the petition be, and hereby is, 
denied. 





FLORIDA SUPREME 


COURT, DIVISION A 


Frank E. Cooper et al. 


Tampa oo Company 


— Fla —, 17 So(2d) 785 
May 5, 1944; rehearing denied May 22, 1944 


PPLICATION for certiorari to review interlocutory decree of 

Circuit Court granting motion of electric company to dis- 

miss amended bill of complaint in action alleging discrimination; 

granted as to question of discrimination and judgment to dismiss 
quashed, and in all other respects petition denied. 


Discrimination, § 37 — Rates — Differences based on municipal boundaries. 
1. The mere fact that customers outside a city are charged different rates 
for service from those inside the city is no showing of discrimination, 
p. 212. 

Discrimination, § 14 — Rates — When prescribed by utility. 
2. Rates prescribed by an electric company in the absence of rate regulation 
are in the same category as rates promulgated by a legislative commission, 
and they may be assaulted on the ground of discrimination or unreasonable- 
ness, p. 212. 
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Rates, § 6 — Powers of court. 


3. The court has no power to prescribe a rate to be charged in the future, 
as that is a legislative prerogative, p. 212. 


Reparation, § 15 — Grounds — Discrimination — Long-continued rates. 

4. Restitution for alleged excess charges previously paid cannot be required 
when there is no sufficient showing as to how long the alleged excess 
charges have been paid, why relief from them has not been sought sooner, 
what the discrimination is predicated on, nor sufficient factual basis in other 
respects to prove and support a decree on that point, when it appears that 
the company has been in existence many years, has materially enlarged its 
facilities, and has paid dividends to its stockholders, p. 213. 


Discrimination, § 7 — Jurisdiction of court — Absence of legislative regulation — 
Constitutional requirements. 

5. A customer complaining of discrimination in rates may obtain relief 
from the courts when the legislature has failed to exercise its constitutional 
authority to pass laws for the correction of abuses and to prevent unjust 
discrimination, in view of the requirements of the Declaration of Rights 
that all courts in the state be open so that any person may have a remedy 
by due course of law for any injury done him in his lands, goods, person, 
or reputation, p. 213. 


Reparation, § 23 — Discrimination as basis — Diligent prosecution. 
6. A claim by a customer of an electric company for restitution requires 
a much stronger showing than a charge based solely on discrimination, 
where the question of discrimination has not before been raised against 
a public service corporation that has been in operation for a long time; 
there must be play somewhere for the rule of diligence and when not ex- 
ercised such claims must be barred, p. 213. 
Discrimination, § 37 — Rates — Fair return on property — Comparative costs 
— Municipal boundaries. 
7. A court, in passing upon a claim of discrimination because of higher 
rates outside of a city than inside the city, must consider fair return on 
the cost of the property employed and comparative cost of production and 
delivery to customers inside and outside the city, p. 214. 
Valuation, § 21 — Rate base determination — Court decisions — Prudent invest- 
ment. 
8. Supreme Court decisions approving prudent investment as a means of 
determining a rate base for natural gas companies may shed some light 
on a case involving differing rates for electric service inside and outside 
of a city but are not conclusive because they have to do with a reasonable 
rate of charge for natural gas wherein the criteria for determination are in 
material respects different, p. 214. 
¥ 
APPEARANCES: Mabry, Reaves, an interlocutory decree of the circuit 
Carlton & White, Paull E. Dixon, and court granting a motion of respondent 
Nathan R. Graham, all of Tampa, for to dismiss the second amended bill of 
petitioners; Knight & Thompson, of complaint filed in conformity with this 
Tampa, for respondents. court’s opinion, same styled cause re- 
ported (1943) in — Fla —, 14 So 
TERRELL, J.: This is an application (2d) 388. 
for certiorari under Rule 34 to review The second amended bill of com- 
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plaint prays (1) that Tampa Electric 
Company .be restrained temporarily 
and permanently from charging com- 
plainants and those in like situation, 
they being residents and customers 
outside the city of Tampa, a higher 
rate for electric energy than it charges 
customers residing within the city, 
(2) that the court ascertain and decree 
what a reasonable rate would be for 
customers outside the city, (3) that 
defendant be required to permit the 
plaintiff to examine its books to se- 
cure such information as may be per- 
tinent to this litigation, and (4) that 
defendant be required to account and 
restore to the plaintiffs and those in 
like situation all sums charged in ex- 
cess of what the court finds to be a rea- 
sonable rate to be charged. 

In our former consideration and 
disposition of the case we held that 
the legislature was clothed with power 
to prescribe rates that a public utility 
may charge for its service but that if 
it fails in this, any one affected there- 
by may seek relief under the common 
law. If it prescribes directly or in- 
directly through a Commission a rate 
that is arbitrary or discriminatory, 
those affected may seek relief through 
the courts who are authorized to de- 
termine a reasonable rate to be 
charged. We also held that the alle- 
gations of the bill charging discrim- 
ination were insufficient. 


The chancellor granted the motion 
to dismiss the amended bill of com- 
plaint in the present case because he 
considered it deficient in allegations 


to show discrimination. Petitioners 
contend that this order was erroneous 
and rely on Louisville & N. R. Co. v. 
Garrett (1913) 231 US 298, 58 L ed 
229, 34 S Ct 48; Prentis v. Atlantic 
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Coast Line Co. (1908) 211 US 210, 
53 L ed 150, 29 S Ct 67; Reagan v. 
Farmers’ Loan & Trust Co. (1894) 
154 US 362, 38 L ed 1014, 14S Ct 
1047; Florida v. United States 
(1934) 11 F Supp 36, and like cases 
to support their contention. 

[1] These cases have to do with 
rates fixed by a Commission under 
legislative authority. In the case at 
bar, the rates complained of were fixed 
by respondent and the complaint ap- 
pears to be that as between customers 
living inside and outside the municipal- 
ity, the rates are discriminatory. The 
mere fact that customers outside the 
city are charged different rates for 
service from those inside the city is no 
showing of discrimination. There 
must be positive allegations of fact 
on which to base this charge. 


[2, 3] The cases relied on by peti- 
tioners support the theory well settled 
in this country that the power to pre- 
scribe rates for public utility service is 
a legislative prerogative which may be 
done directly or through a Commis- 
sion empowered to do so. The courts 
may relieve against unreasonable or 
discriminatory rates prescribed by the 
legislature or the Commission. 

The rates complained of here hav- 
ing been prescribed by the Tampa 
Electric Company are in the same cate- 
gory as rates promulgated by a legis- 
lative commission. That is to say, 
they may be assaulted on the ground 
of discrimination or unreasonableness. 
We do not think, however, that the 
court has power to prescribe a rate to 
be charged in the future. This seems 
to be a legislative prerogative. If on 
final hearing it should be determined 
that the rates being charged are dis- 
criminatory, respondent would for the 
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present at least be required to put in 
effect the rate found to be reasonable. 
Section 30, Art XVI and § 4, Declara- 
tion of Rights, Constitution of 
Florida. 

[4] On the point of requiring res- 
titution for alleged excess charges 
previously paid, we do not hold that 
this could not be done in a proper case 
but we do hold that the bill here does 
not make such a case. There is no 
sufficient showing as to how long the 
alleged excess charges have been paid, 
why relief from them has not been 
sought sooner, what the discrimina- 
tion is predicated on, nor is there suf- 
ficient factual basis in other respects to 
prove and support a decree on this 
point. The Tampa Electric Company 
has been in existence many years, has 
materially enlarged its facilities, has 
paid dividends to its stockholders and 
there is no showing as to what period 
restitution is sought. 

[5] This leaves nothing but the 
question of discrimination as between 
customers inside and outside the mu- 
nicipality. In our former considera- 
tion we held that § 4 of the Declara- 
tion of Rights should be read with 
§ 30 of Art XVI of the Constitution 
to give a right of action in a situation 
like this. 

Section 30 of Art XVI of the Con- 
stitution authorizes the legislature to 
pass laws for the correction of abuses 
and to prevent unjust discrimination 
and excessive charges by persons or 
corporations engaged as common car- 
riers in transporting persons and prop- 
erty or performing other services of 
a public nature. Section 4 of the 
Declaration of Rights requires that 
all courts in this state be open so that 
any person may have a remedy by due 
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course of law for any injury done him 
in his lands, goods, person, or reputa- 
tion. It appears that in so far as the 
respondent is concerned, the legisla- 
ture has taken no step to regulate rate 
charges by it so there is nobody to 
which petitioners can take their griev- 
ance except respondents or the courts. 
There must be a tribunal for those ag- 
grieved to take their controversies and 
we think that in view of the legisla- 
ture having failed to provide recourse 
as authorized by § 30 of Art XVI, 
they must have relief under § 4 of the 
Declaration of Rights. 

Any other holding would be an ad- 
mission that the government is power- 
less to or has failed to provide re- 
course where a ground for it is al- 
leged. We do not think § 4 of the 
Declaration of Rights authorizes the 
courts to invade a legislative preroga- 
tive granted under § 30 of Art XVI. 
In other words, the means for relief 
provided by the legislature must be 
pursued when they are available. The 
courts may determine the validity or 
reasonableness of their findings. On 
the sole question of discrimination as 
between customers inside and outside 
the city, we hold the allegations of the 
bill to be sufficient but for the reasons 
stated, it is bad in other respects. 

[6] When the question of discrim- 
ination has not before been raised 
against a public service corporation 
that has been in operation for more 
than a generation, constantly enlarg- 
ing and modernizing its plant, dis- 
tributing dividends, and building up a 
surplus for contingencies to warrant 
any claim for restitution in the man- 
ner sought here requires a much 
stronger showing than a charge based 
solely on discrimination. There must 
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be play somewhere for the rule of dili- 
gence and when not exercised such 
claims must be barred. 

[7] The matter of fixing rates in 
a case like this being subject to legisla- 
tive control, the legislature is bound 
by no standard except the constitu- 
tional requirement of due process and 
the inhibition against taking private 
property for public use without just 
compensation. The rate must in all 
cases be just and reasonable as meas- 
ured by correct standards that bear a 
proper relation to the factors involved 
in the production. If delegated to a 
Commission or others duly author- 
ized, some standard should be pre- 
scribed that will permit a fair return 
on the cost of the property employed. 
Such is the criteria that the court be- 
low must be governed by in reaching 
his judgment as to the question of dis- 
crimination. There will also be in- 
volved the comparative cost of produc- 
tion and delivery to customers inside 
and outside the city. 


[8] In Federal Power Commission 
v. Hope Nat. Gas Co. (1944) 320 US 


591, 88 L ed 276, 51 PUR(NS) 193, 
64 S Ct 281, the Supreme Court of 
the United States approved what is 
known as the “prudent investment” 
method as a means of determining a 
rate base that would allow a fair re- 
turn on the cost of production. ~ See 
also Federal Power Commission y. 
Natural Gas Pipeline Co. (1942) 315 
US 575, 86 L ed 1037, 42 PUR(NS) 
129, 62 S Ct 736. These cases also 
discuss the “reproduction cost’ and 
other theories and may shed some light 
on the instant case, but they are not 
conclusive because they both have to 
do with a reasonable rate of charge 
for natural gas wherein the criteria 
for determination are in material 
respects different. 

It follows that as to the question of 
discrimination, the petition for cer- 
tiorari is granted and the judgment to 
dismiss is quashed. In all other 
respects, the petition for certiorari is 
denied. 

It is so ordered. 


Buford, C.J., and Chapman and 
Adams, JJ., concur. 





CALIFORNIA RAILROAD COMMISSION 


Re Market Street Railway Company 


Decision No. 36821, Case No. 4680 
January 12, 1944 


... for rehearing of Commission action reducing street 
railway fares; rehearing denied. For court affirmance of 
order, see post, p. 232. 


Rates, § 504 — Transit company — Evidence — Testimony as to passengers and 


car hours. 


1. Evidence of the number of passengers carried by a transit company and 
of the actual number of car hours operated should be considered in passing 


upon rates, p. 220. 
54 PUR(NS) 
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Rates, § 130 — Rate reduction — Adequacy of service — Basis for Commission 


action. 


2. The Commission acted reasonably in reducing a transit company’s rate 
and acted upon substantial evidence, where the extent, character, and 
quality of the company’s service at the time of the Commission investiga- 
tion were referred to in the Commission’s decision, and where findings 
were made with respect thereto, p. 221. 


Rates, § 32 — Commission powers — Exercise of discretion. 
3. The Commission, in passing upon the reasonableness of rates, is not 
limited to arithmetical computations but may exercise its judgment on the 
basis of the record before it, p. 221. 


Rates, § 159 — Reasonableness — Effect of fare increase — Rate reduction. 


4. The Commission acted reasonably in reducing street railway rates where 
it based its conclusions on the operating and financial results of fare in- 
creases and not on mere theory, the record showing the company’s actual 


experience, p. 221. 


Valuation, § 37 — Measures of value — Sale offer. 
5. A street railway company which has twice offered its property for sale 
at a certain figure cannot successfully contend that that figure does not 
represent the fair value of its property for rate-making purposes, p. 225. 


Valuation, § 406 — Evidence — Payment of indebtedness — Failure to replace 


depreciated equipment. 


6. That a street railway company paid its interest and sinking-fund charges 
in part out of its depreciation reserve, instead of making necessary replace- 
ments of depreciated equipment, is not relevant in determining the fair 
value of the company’s property for rate-making purposes, p. 227. 


Revenues, § 2 — Propriety of estimates. 


7. The Commission, in estimating the operating results of a street railway 
company for the year 1943 under existing rates with reference to traffic, 
revenue, expenses, and net return, properly considered the actual operating 
figures for eight months of the year and properly made assumptions for 
the remaining four months, and properly concluded that the remaining 
months of 1943, with no change of fare and no material change in service, 
would follow the established trend as evidenced in the record, p. 227. 


APPEARANCES: Cyril Appel, Ivores 
R. Dains, and Samuel Kahn, for the 
Market Street Railway Company; 
Angelo J. Rossi, Mayor, John J. 
O’Toole, City Attorney, Dion R. 
Holm, Assistant City Attorney, and 
Paul Beck, for the city of San Fran- 
cisco; Mrs. Helen Negrin, in propria 
persona : 

Additional Appearances on Petition 
for Rehearing: Felix T. Smith and 
Henry G. Hayes, for Market Street 
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Railway Company; Douglas Brook- 
man, for Congress of Industrial Or- 
ganizations (CIO), and George Wil- 
son, President of CIO. 


By the Commission: Petition for 
rehearing of the Commission’s Deci- 
sion No. 36739 rendered November 
30, 1943, was filed by the company on 
December 9, 1943. On December 15, 
1943, we made our order granting oral 
argument before the Commission en 
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banc and extending the effective date 
of decision No. 36739 until further 
order by the Commission. Argument 
was heard on December 21 and 22, 
1943, Mr. Felix Smith arguing for 
the company, Mr. Dion R. Holm for 
the city and county of San Fran- 
cisco, and Mr. Douglas Brookman for 
the Congress of Industrial Organiza- 
tions, which has in excess of 35,000 
members in San Francisco, who with 
their families constitute a very sub- 
stantial group of riders on the street 
railway system of the company. Per- 
mission was granted to representatives 
of various organizations and to in- 
dividuals present at the hearing to ex- 
press their views on the matter before 
us." 

According to its petition the com- 
pany seeks a rehearing on the follow- 
ing grounds: 

(1) that due process of law has 
been denied the company “‘in that the 
Commission has ordered the company 
to reduce its rates or fares without 
giving notice that it was being charged 
with the maintenance of rates that 
were unreasonably high, or in any 
other respect unlawful, and without 
according a fair and complete hearing 
upon that issue” ; 

(2) that the Commission “has acted 
arbitrarily and capriciously, in that it 
has ordered a reduction in the com- 
pany’s rates without having any sub- 
stantial evidence before it that the 


rates now charged are in any respect 
unreasonable” ; 

(3) that the Commission’s order 
reducing the company’s rates from 7 
cents to 6 cents “amounts to a taking 
of its property without compensation 
and the confiscation of its property.” 

In general, our order is alleged to be 
in violation of the Constitution of the 
state of California and of the Four- 
teenth Amendment to the Constitution 
of the United States. 

These three allegations are subdi- 
vided and elaborated in the petition 
for rehearing and it is the purpose of 
this decision to consider them on the 
basis of the present record in some de- 
tail. 


The Company Did Have Notice That 
the Reasonableness of Its Street 
Railway Fares Were at Issue in 
This Proceeding and Was Accorded 
a Fair and Complete Hearing upon 
That Issue. 


The petition alleges that “At no 
time during the hearing was any state- 
ment made by the Commission which 
would put the company upon notice 
that the reasonableness of its rates was 
an issue or that it must be prepared to 
meet that issue.” This is an astound- 
ing statement in view of the record 
and is completely contradicted by the 
nature, scope, and course of the pres- 
ent proceeding. The title of the pro- 
ceeding, the text of our order institut- 





1Dr. L. W. Hosford, President of Jeffer- 
son Lafayette Improvement Club et al.; Mrs. 
Gertrude Lincoln, for Women’s Welfare 
League et al.; Eugene E. Pfaeffle, President 
of San Francisco Retailers’ Protective Asso- 
ciation; George W. Gearhard, Secretary of 
Civic League of Improvement Clubs and As- 
sociations of San Francisco; J. F. Calverley, 
President of Southern Council of Civic Clubs; 
Mrs. Sulvina Ratto, Financial Secretary of 
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Central Mission Improvement Association; 
Adolph Petry, Chairman of Transportation 
and Traffic Committee of the Central Coun- 
cil of Civic Clubs; Erwin C. Easton, Attor- 
ney for North Central Improvement .Associa- 
tion; Mrs. Rose Walker, President of Greater 
Mission Improvement Association; R. J. 
O’Rourke, President of San Francisco Proper- 
ty Owners’ League; Lloyd Taylor, Executive 
Secretary of Market Street Association. 
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ing this investigation on the Commis- 
sion’s own motion,” the opening state- 
ment of the presiding Commissioner 
on May 10, 1943, the first day of the 
hearing,® all gave clear, definite, and 
unmistakable notice to the company 
that the reasonableness of its rates and 
charges, as well as its service and facil- 
ities, would be investigated by the 
Commission. We proceeded with this 
case in method and in form exactly as 
in other similar proceedings involving 
rates and service of transportation and 
other utilities. It may be said that 
this form of procedure in rate and 
service cases brought upon the Com- 
mission’s own motion, has over a 
period of more than thirty years been 
a regularly established and recognized 
practice of this Commission. This 
same practice is regularly followed by 
other state and Federal commissions. 


The company’s management and its 


counsel understood that this was a 
rate as well as a service investigation 
and recognized that service and rates 
were inseparable and interdependent 
and must necessarily be considered to- 


gether. Mr. Kahn, the company’s 
president, appearing as the company’s 
first witness, testified from a prepared 
statement, commenced his testimony 
with a review of the rate situation 
since 1937 when the 5-cent fare was in 
effect. He reviewed several rate 
changes authorized by the Commission 
and their effect upon the company’s 
traffic, revenue, and service. He simi- 
larly reviewed the company’s experi- 
ence with the 7-cent fare and intro- 
duced company’s Exhibit No. 22, esti- 
mating what income in his opinion a 5- 
cent fare would have produced during 
certain periods in the years 1937, 1938, 
and 1939. Mr. Kahn’s testimony was 
in fact addressed principally to the 
matter of rates and to the revenues 
produced by various rate structures. 
Mr. Appel, company’s counsel, 
through Mr. Kahn introduced in ev- 
idence company’s Exhibit Nos. 24 and 
25, which are this Commission’s De- 
cisions Nos. 31472 and 31603, respec- 
tively, in Application No. 21115. That 
application was made by the company 
in 1938 for an order of this Commis- 





*The first two paragraphs of the order in- 
stituting investigation read as follows: 

“The Commission believing that public in- 
terest demands an inquiry into the reasonable- 
ness of the rates, as well as the sufficiency 
and adequacy of the service rendered by the 
Market Street Railway Company; therefore, 
good cause appearing, 

“It is ordered that an investigation be and 
hereby is instituted upon the Commission’s 
own motion into the reasonableness of the 
rates, charges, classifications, rules and reg- 
ulations of the Market Street Railway Com- 
pany, and also into the reasonableness, suf- 
ficiency and adequacy of the operations, serv- 
ice, and facilities of said company.’ 

3“Commissioner Havenner: The Commis- 
sion will be in order. This is the time and 
place set for the hearing in Case No. 4680, 
in the matter of the Commission’s investiga- 
tion into the reasonableness of the rates and 
nen and into the sufficiency and adequacy 
of the operations, service and facilities of the 
Market Street Railway Company.” 
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* Among proceedings on the Commission’s 
own motion into the reasonableness of rates 
and service have been the following: Case 
4688, Re Vallejo Electric Light & P. Co. 
(current proceeding) ; Case 4672, Re Vallejo 
Bus Co (1943) Decision 36242; Case 4612, 
Re Bay Cities Transit Co. (1942) Decision 
36042 ; Cases 4621-2, Re Pacific Gas & E. Co. 
(1942) (gas service), Decision 36082; Case 
4478, Re Interurban Electric R. Co., Key Sys- 
tem, Re East Bay Transit Co. (1940) 43 Cal 
RCR 181; Case 4461, Re Pacific Electric R. 
Co., Re Los Angeles R. Corp., Re Los An- 
geles Motor Coach Co. (dismissed by Deci- 
sion 36338); Cases 3477, 3604, Re Southern 
California Teleph. Co. (1934) 39 Cal RCR 
164; Case 3153, San Diego v. San Diego Con- 
sol. Gas & E. Co. (1935) 39 Cal RCR 261, 
7 PUR(NS) 443; Case 3008, California Farm 
Bureau Federation v. San Joaquin Light & P. 
Corp. 37 Cal RCR 530, PUR1932D 310; Case 
3424, Re Pacific Gas & E. Co. (natural gas) 
(1933) 39 Cal RCR 49, 
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sion “authorizing emergency increases 
in certain fares” and the decisions re- 
ferred to, granting experimental in- 
creases, are rate decisions. Decision 
No. 31472, rendered on November 23, 
1938, and reported in 41 Cal RCR 
651, reviewed the prior rate Decisions 
Nos. 29889 (40 Cal RCR 525, 20 
PUR(NS) 278) and 30849 41 Cal 
RCR 349 theretofore rendered in the 
same proceedings and stated, at p. 
652: “In Decisions Nos. 29889 and 
30849, the foundation was laid to 
again review the entire matter if the 
respective fare structures authorized 
did not prove to be satisfactory.” ® 


It must be remembered that the de- 
cisions referred to were made in com- 
pliance with the company’s application 
to authorize “emergency increases in 
certain fares.” The company, under 
the rules of the Commission, has reg- 


ularly filed revenue and operating sta- 
tistics and the Commission has con- 
tinually kept abreast of the results of 


the fare changes. In a real sense, 
therefore, this has been and is now a 
continuing rate investigation. The 
Commission’s order in the present case 
is made on that basis and provides for 
the regular filing with the Commis- 


sion of future monthly traffic, revenue, 
and service statements and provides 
further “that this proceeding shall re- 
main open for further investigation by 
the Commission.” In fact, all of the 
proceedings involving the reasonable- 
ness of the fares of Market Street 
Railway Company, including the pres- 
ent proceeding, have been kept open 
and tentative rates established subject 
to readjustment from time to time as 
the results of experience may require. 
We shall again refer to this policy of 
fixing rates for public utilities. It 
must be obvious, however, that this 
policy of establishing tentative rates 
subject to readjustment as the results 
of experience may require, which 
policy is now generally followed by 
regulatory bodies, best serves the in- 
terests of the public as well as the util- 
ity, and assures the fairest results to 
both. 


This record is voluminous on the 
subject of rates and fares. Mr. Hun- 
ter, the Commission’s chief engineer, 
in his testimony relating to fares com- 
pared the company’s fares with the 
average streetcar fares throughout the 
United States and said that San Fran- 
cisco’s average length of haul is 





5In Decision No. 29889, 40 Cal RCR 525, 
the first decision in Application No. 21115, 20 
PUR(NS) 278, 283, the Commission said: 

“In reviewing this record, the Commission 
is not convinced that applicant’s proposed fare 
structure is one which best meets the situa- 
tion, in fact the president of the company has 
stated that no consideration has been given to 
any other form of fare; that the estimates 
were of necessity only a guess; and that ex- 
perience alone could tell what results would 
obtain if the proposed fare structure were put 
into effect. 

“The Commission has given considerable 
thought to the matter of selecting a fare struc- 
ture which will result in the least disturbance 
of traffic and at the same time provide the 
needed revenue in the most equitable manner. 
In our search for such a fare structure we 
have given consideration to applicant’s plan, 
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and have likewise given consideration to a 
number of forms of fare, such as a straight 
6-cent cash fare, zone fares, and the existing 
5-cent fare in combination with a 2-cent charge 
for a transfer. 


“The Commission has concluded that the 
existing 5-cent fare, in combination with a 
2-cent charge for a transfer, affords the great- 
est promise for the most favorable results to 
both the traveling public and the applicant 
carrier. Such a plan can be adopted upon 
an experimental basis and if it develops that 
this fare is not fulfilling the requirements, the 
entire matter can be reviewed and a record 
developed which will place the Commission in 
a better position to select a form of fare best 
suited to meet the needs of the public and 
provide a revenue sufficient to meet the cost 
of performing the service.” 
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among the lowest in the country, pro- 
ducing a higher fare per mile of travel. 
He also testified to the relationship of 
fares to service. Witness Mors, the 
Commission’s transportation research 
engineer, testified to the company’s 
rate history and in Commission’s Ex- 
hibit No. 10 extensively reviewed the 
results of the company’s operations 
from 1922 to 1942. This exhibit con- 
tains the company’s rate history, and 
analysis of fare structures comparing 
the effect of the single cash fares with 
the so-called token fares, the effect of 
fare changes on operating revenue, 
and the revenue and passenger trends 
under various fare structures up to 
and including a portion of the year 
1943. Mr. Cahill, manager of Pub- 
lic Utilities of San Francisco, testified 
that the San Francisco Public Utilities 
Commission strongly advocates a 
uniform 5-cent fare and universal 


transfer and that there should be no 
charge for transfers and that they 
would not be worth as much as one 


cent. With respect to the effect of 
fare increases of 1937-1938, Witness 
Hunter testified to the fare passengers 
and passenger revenues of Market 
Street and Municipal railways for the 
years 1933 to 1943. Witness Mors 
on the same subject testified regarding 
the effect upon operating revenue of a 
2-cent transfer charge and the sale of 
tokens. Mr. Kahn testified on the loss 
of his company’s traffic to Municipal 
Railway after the company fare was 
increased above the 5-cent rate. The 
record is voluminous with respect to 
trends of earnings on the various fares 
and the effect of the fare changes on 
the company’s net income. 

This brief review of the record in 
so far as it deals with the company’s 
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fares and their effect on traffic, rev- 
enue, and service is by no means com- 
plete. It is a conclusive answer to the 
company’s allegation it had no notice 
that the reasonableness of its rate was 
an issue. The petition on this point 
concludes with the following para- 
graph: 

“Even now, the company is not ad- 
vised by any clear statement in the 
Commission’s opinion on just what 
theory or basis the Commission prem- 
ises its order reducing the company’s 
rates. The opinion does not disclose 
whether the Commission has taken 
such action upon some theory that it 
might now undo a supposed mistake 
of the Commission itself made in 
1937 and 1938 when it permitted the 
company to increase its rates from 5 
cents to 7 cents; impose a rate reduc- 
tion merely as a punishment to the 
company for failure to render a trans- 
portation service of some higher 
standard; or endeavors to fix just and 
reasonable rates for the future.” 

This observation we think is gratu- 
itous. Decision No. 36739 is self- 
explanatory and states the basis on 
which the order reducing the rate 
from 7 cents to 6 cents rests. There 
is no finding and no implication that 
we proceeded on a theory intending to 
“undo a supposed mistake” made in 
1937 and 1938, when the rates were 
increased by stages from 5 to 7 cents. 
Those increases, as heretofore point- 
ed out, were specifically designated as 
an emergency increase and the three 
decisions in Application No. 21115 
leave no doubt that the authorized 
fares were experimental and subject to 
revision and adjustment depending 
upon developing conditions and cir- 
cumstances. The one-cent rate reduc- 
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tion made in the decision here under 
consideration was not imposed “as a 
punishment to the company for fail- 
ure to render a transportation service 
of some higher standard” but because 
of changed conditions and circum- 
stances the Commission finds that a 
rate in excess of 6 cents is unreason- 
able and excessive. The decision is 
specific that the character and quality 
of the service rendered by the com- 
pany does not justify a rate higher 
than 6 cents and that with such rate 
the company will be able to earn a 
fair return on the rate base, provided 
a reasonably adequate service is fur- 
nished and the necessary amount of 
available equipment is placed in opera- 
tion. 

[1] Reference should here be 
made to the company’s apparent pro- 
test in its argument on the petition 
for rehearing against the Commis- 
sion’s consideration of Exhibit No. 
33.8 That exhibit is referred to in 
the transcript under the designation 
“To be furnished figures on Pas- 


sengers and Car Hours” and pet 


tains to Exhibit No. 22, introduced bye . 
kideratior 


company’s witness Kahn, entitled “A 
study to determine the net income of 
the company for the first six months 
of calendar years 1937, 1938, and 
1939 if a 5-cent fare with free trans. 
fer had been in effect.” In Exhibit 
No. 22 the number of passengers for 
the periods covered had been estimated 
by Mr. Kahn but the number of pas. 
sengers actually carried by the con- 
pany during the three periods was not 
shown in the exhibit. In the examina- 
tion of company’s witness Newton on 
September 15, 1943, Exhibit 22 was 
under discussion and the question was 
asked of Mr. Newton whether the 
record contained the actual number of 
passengers carried and the actual num- 
ber of car hours operated by the com- 
pany in the three periods, as distin- 
guished from the estimated figures in 
Exhibit 22. The company agreed 
that these actual operating figures 
should be in the record and that they 
were to be given Exhibit No. 33. 





6 Mr. Smith said: 

“Now, this matter of procedural due proc- 
ess of law also requires that the testimony, 
the evidence, upon which the Commission acts 
be taken at the hearing so that the other party 
may have an opportunity to controvert it and 
to criticize it. 

“This record is most curious. The Commis- 
sion’s decision discloses, and affirmatively, that 
the Commission used an exhibit, Exhibit No. 
33, that was never mentioned at the hearing, 
never made available to the other party.” 

And further: 

“The Commission’s decision speaks of a 
Commission’s Exhibit No. 33. I am reading 
from the first page of the opinion: ‘Our staff 
made its studies and investigation in part prior 
to the hearing of May 10th, and in part dur- 
ing the course of the proceeding, and intro- 
duced the results in the form of 18 exhibits.’ 
Then there is a footnote and it lists various 
exhibits, including No. 33. Now, either this 
opinion misstates that upon which it acted, or 
I can’t read the opinion, because it seems to 
me very clear that the opinion says that Ex- 
hibit No. 33 was introduced by the Commis- 
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sion, and it was one of the results of the 
Commission’s studies and investigation of the 
case. Now, I would be very glad and very 
much relieved if I find that the Commission’s 
staff did not introduce an exhibit of that kind. 

“Commissioner Sachse: I think that situa- 
tion with reference to Exhibit 33 is very clear- 
ly set forth on pages 341 and following, and 
it really starts at page 340 and then runs 
through to 342.” 

7Tr. 340, et seq.: 

“Commissioner Sachse: Have we now in 
the record the actual number of passengers 
that were carried on the Market Street lines 
in the three periods that are shown on the 
last page of that exhibit, namely, the first six 
months of 1937, first six months of 1938, and 
the first six months of 1939, and there also 
are in addition, the actual number of passen- 
gers that were carried, the actual number of 
car hours that were operated? 

“Mr. Hunter: We have as to passengers 
and I think as to car hours. 

“Commissioner Sachse: My point is in or- 
der to compare— 

“Mr. Hunter: Yes. 
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e see no reason why Exhibit 33 
should not have the Commission’s con- 
sideration in this record. 


he Commission Has Not Acted 
Arbitrarily or Capriciously in Re- 
ducing the Company's Rates from 
7 cents to 6 cents and Has Not Act- 
ed without any Substantial Evidence 
that the 7-cent Rate Is Unreason- 
able. 


[2-4] The petition for rehearing 
states: “In so far as the Commission 
may have premised its order. reduc- 
ing rates upon the theory that rates 
should be no higher than the value of 
the service rendered, the Commission 
has acted without substantial or any 
evidence before it by which the value 
of the transportation service being 
rendered by the company can be meas- 
ured.” This allegation is unfounded 
in fact. The extent, character, and 


quality of the company’s service at 
the time of the investigation is re- 
ferred to in Decision No. 36739 and 


findings are made. The record is re- 
plete with testimony on past and pres- 
ent service conditions and with com- 
parative service statistics. There is 
nothing unusual or difficult about 
service measurements of street rail- 
way service. In the case before us 
no speculative or theoretical standards 
need be referred to. The record con- 
tains the company’s actual operating 
performance for past years as report- 
ed in the company’s sworn annual re- 


ports to this Commission and in the 
monthly reports filed with us. Such 
performance is shown inthe operat- 
ing expenses under the several ac- 
counts, in the number of cars operated, 
in the schedules and their performance, 
in the load factor statistics, in the 
maintenance records of roadbed, track, 
and equipment, in the depreciation and 
renewal practices, in the observance 
of the company’s paving obligations 
under its franchise requirements, and 
in other actual operating and service 
records. Such evidence in this case 
permits of ready and exact compari- 
son of service and operating condi- 
tions and standards as they existed 
when the fare was 5 cents and under 
the increased fares subsequent to 
1937, and under the 7-cent fare at 
this time. We find less and greatly 
inferior service in all respects under 
the 7-cent fare as compared with the 
service rendered under the 5-cent fare. 
We find that in comparison with the 
performance of the Municipal Rail- 
way the company’s service is distinctly 
inferior. The Municipal road ren- 
ders its superior service at a 5-cent 
fare while the charge for this com- 
pany’s inferior service is 40 per cent 
higher, at 7 cents. 

In its petition the company refers 
to the satisfactory service furnished 
to San Francisco’s war production 
plants and to the Navy. We gave con- 
sideration and recognition in our de- 
cision to the company’s efforts in that 





“Commissioner Sachse: —the actual fig- 
ures with those estimates. We can have that, 
we should have those figures. They, of course, 
are available in the records by months, the 
first six months of 1937, the first six months 
of 1938, and the first six months of 1939, both 
passengers and car hours? 

“Mr. Cassidy: May we be excused just a 
moment? We are checking. 

“Commissioner Sachse: 


Certainly, Mr. 
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Hunter, you do not have to look that up now, 
just so it may be understood, with the agree- 
ment of Mr. Appel, that that will be consid- 
ered, that information will be considered part 
of the record. 

“Mr. Cassidy: I would suggest, Mr. Com- 
missioner, when those figures are available, 
that they be put in as an exhibit with a num- 
ber reserved. 


“Commissioner Sachse: Very well. 
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respect.2 Commander Jenkins, who 
testified on the service to Naval estab- 
lishments, also stated that he was con- 
cerned primarily with “keeping the 
Navy establishments going and we 
leave the establishment of service to 
the general public up to the other 
agencies that have jurisdiction over 
it.” 

The company’s allegations in its pe- 
tition that “by picking and choosing 
bits of evidence revealed in the com- 
pany’s records of expenses incurred 
for the maintenance of its equipment 
and tracks, the Commission purports 
to find proof that the company has 
been derelict in its service duty” and 
that “neither the data referred to by 
the Commission in its opinion nor the 
testimony of the witness with respect 
thereto justifies the Commission’s 
conclusion” unwar- 
ranted and the record is conclusive 
that the company has been and now 
is derelict in its service duty. 

The petition refers to § 13 of the 


are altogether 


Public Utilities Act ® and alleges that 
we have acted without substantial or 
any evidence upon facts essential to 
accepted standards of the rate-making 
process. The record in this case is 
conclusive, and our decision, we think, 
sets forth in sufficient detail that the 
service, the equipment and the facili- 
ties of the company are not conducive 
to the promotion of the safety, health, 
comfort, and - convenience of its 
patrons, employees, and the public, and 
are not adequate, efficient, just, and 
reasonable. This has been true for 
a number of years past, and remains 
true at the present time. In this con- 
nection the petition alleges that no 
study was presented to indicate the 
probable financial results of the com- 
pany’s operation for the year 1943, or 
for any time in the future. The peti- 
tion, and company counsel’s argument 
as well, dwell at length upon the alle- 
gation that the Commission made its 
own assumptions of the traffic, the 
revenue, the expenses and net return 





“Mr. Cassidy: 
in the record. 

“Mr. Appel: We will have no objection to 
that, to furnishing you whatever information 
you desire on that line. 

“Commissioner Sachse: That information, 
then, would have the Exhibit No. 33.” 

8 Decision No. 36739 reads: 

“No complaint can be made in regard to the 
company’s service to establishments directly 
serving the war effort, such as shipyards and 
other war industries, and to Army and Navy 
concentration points. A letter of commenda- 
tion from the Office of Defense Transporta- 
tion is in evidence. Lieut. Commander Jenk- 
ins, U.S.N.R., Domestic Transportation Of- 
ficer, 12th Naval District (former transpor- 
tation research engineer of this Commission) 
testified that the company’s service to Naval 
establishments has been satisfactory and that 
there has been codperation with Navy head- 
quarters. He stated that the Navy’s transpor- 
tation service requirements will greatly in- 
crease in the near future. 

“We wish to put on record our conviction 
that all service requirements in furtherance of 
the war effort must have primary considera- 
tion of this company, as of all other utilities 
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So that might actually be 


under our jurisdiction. Within the limits of 
our authority we are making, and shall. con- 
tinue to make, every effort to codperate with 
the Army and Navy and with the appropriate 
Federal agencies towards that end.” 

8Section 13 of the Public Utilities Act 
reads: 


“(a) All charges made, demanded, or re- 
ceived by any public utility, or by any two or 
more public utilities, for any product or com- 
modity furnished or to be furnished or any 
service rendered or to be rendered shall be 
just and reasonable. Every unjust or unrea- 
sonable charge made, demanded or received 
for such product or commodity or service is 
hereby prohibited and declared unlawful. 

“(b) Every public utility shall furnish, pro- 
vide and maintain such service, instrumentali- 
ties, equipment and facilities as shall promote 
the safety, health, comfort, and convenience of 
its patrons, employees, and the public, and as 
shall be in all respects adequate, efficient, just, 
and reasonable. 


“(c) All rules and regulations made by a 
public utility affecting or pertaining to its 
charges or service to the public shall be just 
and reasonable.” 
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for 1943, and for the future, on the 
various rates of fare; viz., 5 cents, 6 
cents, and 7 cents. The company’s 
position as to what the Commission 
may do with the record before it in 
the exercise of its discretion and judg- 
ment was stated by counsel in his ar- 
gument (tr. 403 et seq.). The Com- 
mission, according to counsel, can 
make arithmetical computations, but it 
cannot reach a deduction or conclu- 
sion that earnings or traffic or ex- 
penses for the entire year will be pro- 
portionate or disproportionate to the 
experience of a substantial portion of 
such year, or will be greater or smaller 
than in the preceding year, even 
though there be evidence of definite 
trends and extended actual experience. 
We cannot accept the company’s limi- 
tations thus set upon the functions and 
duties of the Commission in a proceed- 
ing of this nature. In our considera- 
tion of testimony we are not confined 
to the operation of an adding or com- 
puting machine, nor does the law or 
common sense prevent our exercise of 
reasonable judgment on the basis of 
an entire and voluminous record. In 
rate cases, particularly when the pro- 
ceeding is held open for further study 
and action, the Commission has on 
numerous occasions in the past estab- 
lished tentative rates subject to read- 
justment as the results of experience 
may require. This practice was fol- 
lowed in the 1937 and 1938 rate ap- 
plications of this company, when sev- 
eral interim rates were ordered and 
put into effect, although the company 
had asked for different fares, and tes- 
timony had not been introduced on the 
specific fares ordered by the Com- 
mission. 

This point came before the United 
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States Supreme Court in Clark’s Ferry 
Bridge Co. v. Pennsylvania Pub. 
Service Commission, decided on Feb- 
ruary 5, 1934, 291 US 227, 78 L ed 
767, 2 PUR(NS) 225, 54 S Ct 497. 
That case involved the validity of an 
order of the Pennsylvania Commis- 
sion reducing the rates of Clark’s 
Ferry Bridge Company. That order, 
in part, prescribed “(1) A rate of 8 
cents cash toll for all ordinary pas- 
senger automobiles and wagons now 
paying 10 cents.” The order also 
provided, “That said company file 
with this Commission monthly state- 
ments of income and operating ex- 
penses, showing the number of vehi- 
cles passing over its bridge in each 
class of traffic as contained in its tar- 
iff.” One of the bases upon which 
it was claimed by the bridge company 
that the order of the Pennsylvania 
Commission was unlawful was that 
the Commission undertook to forecast 
into the future what the traffic was 
going to be and that there were un- 
certainties and speculative elements in 
any such future estimate. Upon that 
matter Mr. Chief Justice Hughes said, 
291 US at p. 241, 2 PUR(NS) at 
p. 232: “The final attack is on the 
form of the Commission’s order. The 
Commission fixed the amount of the 
annual gross revenue and then pre- 
scribed a tentative schedule of rates. 
Appellant says that it 1s obvious that 
no one can tell in advance how many 
vehicles of different tariff classifica- 
tions will pass over the bridge in a 
year and what annual gross revenue 
will be produced by a given schedule 
of rates. But, as the prescribed rates 
are expressly stated to be tentative, 
there is no ground for assuming that 
the Commission will reject an appl- 
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cation to make such changes in the 
schedule as experience may show to be 
necessary in order to produce the stip- 
ulated revenue. ‘There is nothing in 
the order which requires that the test 
period should be a year or any definite 
time. From the statements at the bar 
it appears that appellant has not put 
the tentative schedule in effect and has 
made no application to the Commis- 
sion for a change in the schedule. If 
the allowance of gross revenue is ade- 
quate, as it has been found to be, there 
is no basis for complaint because of a 
schedule of rates which on application 
may be appropriately modified.” (Ital- 
ics supplied. ) 

The allegation that operating and 
financial results were in evidence only 
up to and including the month of 
March, 1943, is incorrect. The stipu- 
lation entered into on the first day of 
the hearing, May 10, 1943, placed 
into the record the company’s own 
monthly operating reports “from 
1938 to date.”’ Incorrect also and mis- 
leading is the allegation in the peti- 
tion that the Commission’s engineer 
did not testify to the financial effect 
of the 1938 rates increases. The rec- 
ord on that point in the transcript, 
pages 17 and 18, is as follows: 


Commissioner Sachse: Mr. Hunter, 
while you are back on again now I 
would like to ask you one or two ques- 
tions. . Taking sheet 1 of this exhibit 
and also at the same time, if you can, 
look at page 8. Is my conclusion cor- 
rect that, after the fare increase in 
1937 to the Market Street Railway 
the net revenue or operating income, 
notwithstanding the fare increase, dis- 
appears completely for the year 1938? 

A. That is correct. 

Q. In other words, before the fare 
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increase in 1937 the operating in- 
come of the company was $305,577; 
in 1938 after the fare increase, there 
was no operating income, but a deficit 
of $40,234? 

A. That is correct. 

Q. Then in the succeeding years, 
1939, 1940, and 1941 the company 
never recovered from these fare in- 
creases to even the lowest income, the 
lowest operating income, which was 
in 1937; in no year after the fare in- 
crease did the operating income reach 
again the operating income prior to 
the fare increase, with the exception 
of the year 1942? 

A. That is correct. 

Q. In other words, am I correct in 
concluding that the loss in passengers, 
in fare passengers, was so great up to 
1942 that the fare increase was not 
able to overcome the loss in those 
passengers ? 

A. That is the way the results 
turned out. 

Q. And, of course, in 1942, that 
being a war year, that situation 
changed? 

A. Correct. 

Mr. Hunter also testified to the 
“high riding habit” and the “average 
short haul,” factors which make San 
Francisco an outstanding streetcar- 
riding community. These factors as- 
sure a greater volume of business and 
revenue if the rate is reduced. 

The Commission has based its con- 
clusions on the operating and finan- 
cial results of the fare increases and 
not on mere theory. The record shows 
the company’s actual experience and 
we can see no reason why we should 
substitute mere theory when we have 
before us the uncontradicted facts. 
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Decision No. 36739 Does Not Con- 
fiscate the Company's Property. 


[5] The company alleges in the 
petition for rehearing that the sum of 
$7,950,000 does not represent the fair 
value of the company’s operative prop- 
erty and cannot be used for rate-mak- 
ing purposes. Also, that a 6-cent fare 
will not produce a net operating in- 
come of about $500,000, or approxi- 
mately 6 per cent on the base figure 
of $7,950,000 as found by the Com- 
mission. 

We desire to discuss both allega- 
tions in some detail. The methods of 
determining a lawful and fair rate base 
by a regulating Commission in cases 
of this nature has repeatedly been de- 
fined by the United States Supreme 
Court, and the principles we must fol- 
low to find fair value for rate-making 
purposes are not obscure. The rule 
we have applied in the decision in this 
proceeding was laid down by the Unit- 
ed States Supreme Court in Los 
Angeles Gas & E. Corp. v. California 
R. Commission, 289 US 287, 77 L ed 
1180, PUR1933C 229, 240, 53 S Ct 
637. Mr. Chief Justice Hughes de- 
livered the opinion of the court and 
said at p. 305: 

“As the property remains in the 
ownership of the complainant, the 
question is whether the complainant 
has been deprived of a fair return for 
the service rendered to the public in 
the use of the property. This court 
has repeatedly held that the basis of 
calculation is the fair value of the 
property, that is, that what the com- 
plainant is entitled to demand, in or- 
der that it may have ‘just compensa- 
tion,’ is ‘a fair return upon the reason- 


[15] 
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able value of the property at the time 
it is being used for the public.’ (Foot- 
note citing cases.) In determining 
that basts, the criteria at hand for as- 
certaining market value, or what is 
called exchange value, are not com- 
monly available. The property ts not 
ordinarily the subject of barter and 
sale and, when rates themselves are 
in dispute, earnings produced by rates 
do not afford a standard for decision. 
The value of the property, or rate 
base, must be determined under these 
inescapable limitations. And mindful 
of its distinctive function in the en- 
forcement of constitutional rights, the 
court has refused to be bound by any 
artificial rule or formula which 
changed conditions might upset. We 
have said that the judicial ascertain- 
ment of value for the purpose of de- 
ciding whether rates are confiscatory 
‘is not a matter of formulas, but there 
must be a reasonable judgment hav- 
ing its basis in a proper consideration 
of all relevant facts.’”’—Citing cases 
—(lItalics supplied.) 

In the present case the property has 
recently twice been the subject of 
barter and was offered for sale, and 
its market value, or what is called ex- 
change value, is available. The ascer- 
tainment of the present market or ex- 
change value appears to have been ex- 
ceptionally competent and authorita- 
tive. It was not based on opinion, 
testimony, or expert appraisal, but 
was made by the company’s manage- 


‘ment and directors after extended 


studies and negotiations. The offer 
twice made, to sell all the operative 
property at the price of $7,950,000 
was made, we must assume, in good 
faith since it was officially submitted 
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to the city and county of San Fran- 
cisco.® 

An election was held, as agreed be- 
tween the city and the company, and 
the proposition to purchase the prop- 
erty at the price named failed to re- 
ceive the required vote. That out- 
come, however, can have no bearing 
on the company’s own measure of the 
market value of its own property. 
The deduction might be drawn that 
the price was higher than the major- 
ity of the voters were willing to pay. 


In his argument on the value of the 
company’s property, Mr. Smith points 
to the established rule that a utility 
valuation in a rate case cannot be based 
upon the capitalization of earnings, 
and he implies that the $7,950,000 
figure was reached by that method. 
There is nothing in the record to in- 
dicate or suggest such a basis of valua- 
tion. The minutes of the directors’ 
meeting, referred to above, clearly 
show how the market value was 
reached: “The president stated fur- 
ther that the price mentioned had been 
agreed upon after lengthy negotia- 
tions extending over a period of about 
two years and is the best price ob- 


tainable from the city and county of 
San Francisco for the operative prop- 
erties of the company.” The board 
of directors, as has been shown, con- 
firmed the judgment and conclusion of 
the company’s president. 

The petition for rehearing purports 
to reveal the steps by which we ar- 
rived at the conclusion that 6 cents is 
a reasonable fare. The recital of these 
alleged steps amounts to a complete 
misstatement of the plain language of 
our decision and the computations 
based upon such misstatements must 
necessarily lead to altogether erroneous 
and absurd numerical results. Such 
false results, in dollars of revenue, ex- 
pense, and net operating revenue, are 
shown in the petition and in greater 
detail in a series of four tables sub- 
mitted by counsel to the Commission 
in the course of his argument. The 
company’s misleading computations 
are ostensibly based on the findings 
contained in our decision, when as a 
matter of fact the plain language of 
that decision clearly substantiates our 
conclusion that a 6-cent fare, with rea- 
sonably efficient operation and serv- 
ice, will meet all operating expenses 





10 The minutes of the company’s directors’ 
meeting of September 24, 1942, as shown in 
the transcript (p. 102) read in part as fol- 
lows: 

“Sale of the operative properties of Market 
Street Railway Company to the city and coun- 
ty of San Francisco. The president advised 
the board that he has agreed with the mayor 
and other city officials, as well as the Board 
of supervisors, to sell the operative properties 
of the Market Street Railway Company to 
the city and county of San Francisco for the 
sum of $7,950,000 cash, and that a charter 
amendment for the purpose of raising such 
sum by a revenue bond issue would be sub- 
mitted to the qualified electors of the city and 
county of San Francisco at the next general 
election on November 3, 1942. The president 
stated further that the price mentioned had 
been agreed upon after lengthy negotiations 
extending over a period of about two years 
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and is the best price obtainable from the city 
and county of San Francisco for the opera- 
tive properties of the company. 

“Whereupon, on motion of Director Scott, 
duly seconded by Director Lilienthal, the fol- 
lowing resolution was adopted: 

“Resolved, that the actions of the President 
in negotiating the sale of and agreeing to sell 
the operative properties of the Market Street 
Railway Company to the city and county of 
San Francisco for the sum of $7,950,000 cash 
be, and the same hereby are, ratified, ap- 
proved and confirmed; and it is 

“Further Resolved, that the officers of the 
Market Street Railway Company be and they 
are hereby authorized and directed to perform 
all necessary and proper acts in order to carry 
out and complete the sale of the operative 
properties of the Market Street Railway Con- 
pany to the city and county of San Francisco 
for the sum of $7,950,000 cash.” 
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and in addition produce a return of 
approximately 6 per cent on the base 
figure of $7,950,000. 

[6] The company first (on page 7 
of the petition) refers to the operating 
results for 1942, apparently taken 
from the table on page 24 of our de- 
cision. There is no dispute as to the 
correctness of the figures for that year, 
including the net return figure of $1,- 
069,914. These figures, it is to be 
remembered, are from the company’s 
own 1942 income statement furnished 
the Commission in the regular sworn 
annual report. The petition then con- 
tinues with the following allegation: 

“The Commission concedes that 
$250,000 more should have been 
charged for depreciation, reducing the 
actual net revenue to $819,914. From 
this return the company had to meet 
the interest and sinking-fund require- 
ments on its bonds, as the Commission 
previously had authorized it to do 
when approving its bond covenants, 
and had to meet also interest and re- 
tirement obligations on its unfunded 
debts that had accumulated from 
operating losses during earlier years.” 
This allegation is incorrect. The 
depreciation practices of the company 
are in evidence in this record in great 
detail. Consecutively for eight years 
prior to and including 1942 the com- 
pany voluntarily charged $500,000 
annually to depreciation and each 
year’s net income is stated on that 
basis. There is no reason why the 
company’s depreciation accounting 
should be changed by us for the year 
1942 any more than for any other 
year. The fact that the company paid 
its interest and sinking-fund charges 


in part out of its depreciation reserve, 
instead of making necessary replace- 
ments of depreciated equipment, is not 
relevant at this point. 

[7] Next, the petition complains of 
our estimate on the results of opera- 
tions for the year 1943 under the 7- 
cent fare, with reference to traffic, 
revenue, expenses, and net return. 
The complaint is that we considered 
the actual operating figures for eight 
months of the year and that we made 
assumptions for the remaining four 
months. On that account our conclu- 
sion that with the 7-cent fare con- 
tinued in effect and with the quanti- 
ties of service continuing and the num- 
ber of cars operating as theretofore, 
the gross revenue for the full year 
1943 would be $8,700,000, the ex- 
penses $7,940,000 and the net return 
$760,000, and the rate of return 9.6 
per cent is alleged to be erroneous and 
contrary to due process. We have 
stated above the basis of our conclu- 
sions. It would be very simple to meet 
the test of fairness suggested by com- 
pany counsel in his argument on re- 
hearing " if our 1943 estimates were 
checked against the actual operating 
performance according to the com- 
pany’s own records and filed with this 
Commission under our order in this 
continuing rate proceeding. Counsel 
refused, however, to stipulate to such 
a check and in order to avoid a possible 
technical pitfall in the law on evidence 
we will not argue this point. We are 
confident the Commission kept within 
the limits of its discretionary judg- 
ment in concluding that the remaining 
months of 1943, with no change of 
fare and no material change in serv- 





11Mr. Smith said: “Now, this matter of 
procedural due process of law is a very sim- 
ple matter. Lawyers often use, though, many 
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complicated words to express simple things. 
What we mean is fair play.” 
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ice, would follow the established trend 
as evidenced in the record. 

The petition next purports to show 
the “assumptions” made by us as to 
the results of the operation for the 
year 1943, “and presumably for the 
future,” under a 5-cent fare. The 
petition says “It is found that such a 
fare would produce a net loss of $1,- 
153,000 per year.” The petition 
ignores the qualified and all-important 
language in our decision “without any 
allowance whatever for increased 
traffic.” * The net loss of $1,153,- 
000 per year, without considering the 
qualifying language in the decision, is 
obviously a mere mathematical cal- 
culation and reached by applying a 5- 
cent fare to the identical number of 
7-cent fare passengers, i. e., a reduc- 
tion of 2 cents for each of the 7-cent 
fare passengers. On this basis the 
petition concludes: “Hence, having 
found that the net profit of $760,000 
expected at a 7-cent fare would be 
converted into a net loss of $1,153,- 
000 if a 5-cent fare were in effect, 
the sum of these figures, or $1,913,- 
000, is the amount of the expected 
reduction in gross revenue.” The 
Commission, it must be clear, made no 
such assumption and reached no such 
conclusions. 

The petition, continuing on its er- 
roneous basis, then presumes to ex- 
plain “The last step taken by the 


Commission as to the effect of the ap- 
plication of a 6-cent fare.’ Decision 
No. 36739, page 32, reads as follows: 

“We expect the company to make 
every reasonable effort to improve the 
present unsatisfactory and inadequate 
service and to put all available equip- 
ment into operation. With a 6-cent 
fare it is our expectation, based on 
the evidence available from the record 
and from the company’s past and 
present experience, that an annual rev- 
enue of approximately $8,500,000 
will be produced. Operating expenses, 
including taxes and $750,000 for de- 
preciation, we estimate, will amount 
to about $8,000,000, leaving a net 
operating income of about $500,000, 
corresponding to an approximate rate 
of return of 6 per cent on the base 
figure of $7,950,000. Such a return 
would be more than adequate under 
existing conditions.” 

The company in its petition, how- 
ever, comes to a different conclusion. 
It says: “If a reduction of 2 cents 
in the company’s existing 7-cent fare 
would result in a gross revenue de- 
crease of $1,913,000, as the Commis- 
sion estimates, it is evident that a re- 
duction of one cent would operate to 
reduce gross revenue by fully one half 
that amount, for there could not be a 
greater stimulation of traffic at a 6- 
cent fare than at a 5-cent fare.” 
Above it was shown that in its allega- 





12 The decision, page 31, reads as follows: 

“The fixing of a 5-cent fare on a twelve- 
months’ basis, without any allowance what- 
ever for increased traffic, and including in op- 
erating expenses $500,000 for depreciation, 
would result in a deficit of about $1,153,000. 
On the basis of the record the indications are 
that with a 5-cent fare a 25 per cent to 30 
per cent increase in traffic would be required 
to produce an income, after allowing for in- 
creased operating costs, to meet all expenses, 
including depreciation and taxes, and leave 
the company with approximately 5 per cent 
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return on the $7,950,000 base figure. Such a 
result, with efficient management and_ the 
proper use of all available equipment and 
plant, might reasonably be brought about. An 
increased use by the public of all mass trans- 
portation facilities must definitely be expected 
in San Francisco, not only because of further 
reduction in the gasoline allowance and the 
declining number of automobiles, but also in 
view of the certain increase of direct and in- 
direct war activities in this area.” (Italics 
supplied. ) 
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tion of what the 5-cent fare would 
accomplish, the Commission’s qualify- 
ing language as to what a reasonable 
increase in traffic would do had been 
entirely ignored by the company and 
no allowance whatever for increased 
traffic was made in the company’s 
estimate of $1,913,000 reduction in 
gross revenue. In its estimate for the 
6-cent fare and coming to the conclu- 
sion that a deficit of at least $256,500 
would be suffered, the petition rea- 
sons that “there could not be a great- 
er stimulation of traffic at a 6-cent 
fare than at a 5-cent fare,’ Having 
made no allowance for any stimulation 
of traffic at a 5-cent fare, the com- 
pany follows the same erroneous as- 
sumption as to the 6-cent fare. 

A casual inspection of Decision No, 
36739 shows that the Commission 
concluded with the 6-cent fare under 
reasonably satisfactory and adequate 
service, and with the operation of ade- 
quate available equipment, the next 
twelve-months’ annual gross revenue 
would be $8,500,000 as compared 
with the 1943 revenue under the 7- 
cent fare of $8,700,000, a reduction 
of $200,000. For the future twelye- 
months’ period under the 6-cent fare 
the Commission made its allowance of 
$8,000,000 of operating expenses com- 
pared with the 1943 operating ex- 
penses under the 7-cent fare of $7,- 
940,000, an increased allowance for 
operating expenses of $60,000, De- 
ducting the operating expenses from 
the operating revenue, under the fu- 
ture 6-cent fare, leaves a_ twelve- 
month net operating income of $500,- 
000, which we concluded would be the 
approximate amount available for re- 
turn, corresponding to a rate of return 
of about 6 per cent on the base figure 
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of $7,950,000. Such a rate of return, 
we coneluded, would be more than 
adequate under existing conditions. 
Conclusion 

The Supreme Court of the United 
States has just rendered another de- 
cision which supports our views of the 
policy and methods we have followed 
throughout these proceedings. We 
refer to the case of Federal Power 
Commission v. Hope Nat. Gas Co. 
decided by the United States Supreme 
Court as recently as January 3, 1944, 
320 US 591, 88 L ed 276, 51 PUR 
(NS) 193, 64 S Ct 281. This case 
involved the legality of an order of the 
Federal Power Commission reducing 
the rates charged for natural gas by 
Hope Natural Gas Company. It is 
unnecessary here to discuss that case 
at length. We do desire, however, 
to quote portions of that decision 
which are particularly’ pertinent here. 
In upholding the order of the Fed- 
eral Power Commission Mr. Justice 
Douglas, in stating the opinion of the 
court, 51 PUR(NS) at p. 199, says: 

“When we sustained the constitu- 
tionality of the Natural Gas Act in the 
Natural Gas Pipeline Company Case 
(1942) 315 US 575, 86 L ed 1037, 
42 PUR(NS) 129, 62 S Ct 736, we 
stated that the ‘authority of Congress 
to regulate the prices of commodities 
in interstate commerce is at least as 
great under the Fifth Amendment as 
is that of the states under the Four- 
teenth to regulate the prices of com- 
modities in intrastate commerce.’ 315 
US at p. 582, 42 PUR(NS) at p. 135. 
Rate making is indeed but one species 
of price fixing. Munn v. [Illinois 
(1877) 94 US 113, 134, 24 L ed 
77. The fixing of prices, like other 
applications of the police power, may 
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reduce the value of the property which 
is being regulated. But the fact that 
the value is reduced does not mean 
that the regulation is invalid. Block 
v. Hirsh (1921) 256 US 135, 155- 
157, 65 L ed 865, 41 S Ct 458; Nebbia 
v. New York (1934) 291 US 502, 
523-539, 78 L ed 940, 2 PUR(NS) 
337, 54 S Ct 505, 89 ALR 1469, and 
cases cited. It does, however, indicate 
that ‘fair value’ is the end product of 
the process of rate making not the 
starting point as the circuit court of 
appeals held. The heart of the mat- 
ter is that rates cannot be made to 
depend upon ‘fair value’ when the 
value of the going enterprise depends 
on earnings under whatever rates may 
be anticipated.” *® (Footnote 9 omit- 
ted.) (Italics supplied.) 

In the case before us the market 
or exchange value of the company’s 
operative property was not reduced 
by any lower rates prescribed by this 
Commission. On the contrary, the 
Commission in the 1937-1938 pro- 
ceedings heretofore referred to sub- 
stantially increased the company’s 
rates. That increase, by stages from 
5 to 7 cents, finally amounted to a 
raise of 40 per cent. Notwithstand- 
ing the increase the company’s net rev- 
enues fell below the previous net rev- 
enue from the 5-cent fare in each of 
the subsequent years 1938, 1939, 1940, 
and 1941 when the higher fare was in 
effect. The record is conclusive that 
the value of the company’s property 
declined because of the operation of 
economic forces and, particularly, by 
reason of the effective competition of 
the Municipal Railway which fur- 
nished a better service at the lower 
rate. 
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The decision of the United States 
Supreme Court in the case referred 
to continues, 51 PUR(NS) at p. 200: 

“We held in Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
supra, that the Commission was not 
bound to the use of any single formula 
or combination of formulae in deter- 
mining rates. Its rate-making func- 
tion, moreover, involves the making 
of ‘pragmatic adjustments.’ Id. at 
p. 586. And when the Commission’s 
order is challenged in the courts, the 
question is whether that order ‘viewed 
in its entirety’ meets the requirements 
of the act. Id. at p. 586. Under the 
statutory standard of ‘just and rea- 
sonable’ it is the result reached not the 
method employed which is controlling. 
Cf. Los Angeles Gas & E. Corp. v. 
California R. Commission, 289 US 
287, 304, 305, 314, 77 L ed 1180, 
PUR1933C 229, 53 S Ct 637; West 
Ohio Gas Co. v. Ohio Pub. Utilities 
Commission (1935) 294 US 63, 70, 
79 Led 761, 6 PUR(NS) 449, 55S 
Ct 316; West v. Chesapeake & P. 
Teleph. Co. (1935) 295 US 662, 692, 
693, 79 L ed 1640, 8 PUR(NS) 433, 
55 S Ct 894 (dissenting opinion). 
It ts not theory but the impact of th® 
vate order which counts. If the total 
effect of the rate order cannot be said 
to be unjust and unreasonable, judi 
cial inquiry under the act is at a 
end. ‘The fact that the method em- 
ployed to reach that result may cor: 
tain infirmities is not then important. 
Moreover, the Commission’s order 
does not become suspect by reason of 
the fact that it is challenged. It 1 
the product of expert judgment which 
carries a presumption of validity. 
And he who would upset the rate or 
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der under the act carries the heavy 
burden of making a convincing show- 
ing that it is invalid because it is un- 
just and unreasonable in its conse- 
quences. Cf. Louisiana R. Commis- 
sion v. Cumberland Teleph. & Teleg. 
Co. (1909) 212 US 414, 53 L ed 
577, 29 S Ct 357; Lindheimer v. Illi- 
nois Bell Teleph. Co. (1934) 292 US 
151, 164, 169, 78 L ed 1182, 3 PUR 
(NS) 337, 54 S Ct 658; California 
R. Commission v. Pacific Gas & E. 
Co. (1938) 302 US 388, 401, 82 L ed 
319,21 PUR(NS) 480, 58 S Ct 334.” 
(Italics supplied. ) 

Later in the same opinion, 51 PUR 
(NS) at p. 208, the court says: 

“Tt is suggested that the Commis- 
sion has failed to perform its duty un- 
der the act in that it has not allowed 
areturn for gas production that will 
be enough to induce private enter- 


prise to perform completely and effi- 
ciently its functions for the public. 
The Commission, however, was not 


oblivious of those matters. It con- 
sidered them. It allowed, for example, 
delay rentals and exploration and de- 
velopment costs in operating expenses. 
No serious attempt has been made 
here to show that they are inadequate. 
We certainly cannot say that they are, 
unless we are to substitute our opin- 
tons for the expert judgment of the 
administrators to whom Congress en- 
trusted the decision. Moreover, if in 
light of experience they turn out to be 


inadequate for development of new 
sources of supply, the doors of the 
Commission are open for increased 
allowances. This is not an order for 
all time. The act contains machinery 
for obtaining rate adjustments.” 
(Italics supplied. ) 

This latest decision of the Supreme 
Court of the United States, we are 
confident, supports our Decision No. 
36739 in these proceedings. We have 
found that a 6-cent fare for Market 
Street Railway Company is just and 
reasonable and that any fare in ex- 
cess of 6 cents is unjust and unrea- 
sonable. If, in the light of experience, 
the 6-cent fare should prove to be un- 
reasonable under all the circumstances 
present in the operation of the com- 
pany’s street railway system, the Pub- 
lic Utilities Act contains the machinery 
for obtaining rate adjustments. 

Our decision makes provision for 
the filing of monthly operating and 
service reports and we shall keep our- 
selves continuously informed of the 
traffic and revenue results from the 
6-cent fare and also of all other perti- 
nent operating and service facts. If, 
in the light of the actual experience, 
it appears that the fare should be 
changed we shall, on our own initia- 
tive, take appropriate action. 

We conclude that the petition of 
Market Street Railway Company for 
rehearing of Decision No. 36739 
should be denied. 
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California Railroad Commission et al. 


S. F. No. 16988 
— Cal(2d) —, — P(2d) — 
July 1, 1944 


N BANC. REvIEW of Commission order prescribing street 
E railway rate reduction; order affirmed. For Commission 
decision see ante, p. 214. 


Rates, § 649 — Procedure — Sufficiency of notice and hearing. 

1. The notice of a rate investigation and the course of the Commission 
hearing adequately informed the respondent transit company that the reason- 
ableness of its present rates was under investigation where various studies, 
reports, and other statistical data, including the record in a prior rate pro- 
ceeding, together with an exhaustive investigation into the present state 
of the properties and the adequacy and value of the service were required 
by the Commission to be produced as a part of the record and where the 
company had the opportunity to supplement or explain the reports and 
data introduced in evidence, p. 234. 


Valuation, § 21 — Rate base determination — Consideration of court decisions — 
Gas and common carrier rate bases. 
2. Supreme court holdings in cases involving the valuation of natural gas 
properties for rate-making purposes may be considered in a case involving 
the valuation of common carrier properties for rate making, p. 247. 


Appeal and review, § 48 — Conclusiveness of Commission findings — Rate deter- 
mination. 
3. Commission action in fixing rates is conclusive upon the court unless 
shown to be confiscatory or unless invasion of constitutional rights is clearly 
established, p. 247. 


Rates, § 120 — Standard for rate fixing — Reasonableness. 
4. The standard for rate fixing is that of reasonableness rather than any 
fixed formula or rule, p. 248. 

Appeal and review, § 34 — Burden of proof — Attack on rate order. 
5. One attacking a Commission rate order must be charged with the burden 
of showing that the evidence does not support the Commission’s finding of 
value, and that the reduced rate is unreasonable and will result in confis- 
cation of its property, p. 248. 

Valuation, § 104 — Accrued depreciation — Book reserve basis. 
6. The Commission, in determining the rate base of a transit company, 
properly refused to follow the practice of adopting as an annual charge to 
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plant consumption the company’s book depreciation reserve or any other 
hypothetical sum approved by accounting practices, where competition by 
an unregulated municipal utility necessitated operation at a. loss, where 
the company did not devote to replacement and repair the amounts charged 
off on its books for those purposes, where its charges to depreciation reserve 
were lower than the actual plant consumption, and where the company per- 
mitted unusual deterioration in view of negotiations for sale of the prop- 
erties started many years ago, p. 248. 


Valuation, § 41 — Measures of value — Capitalization. 


7. Capitalization has little relation to the depreciated value of a public 
utility’s investment, p. 248. 


Valuation, § 335 — Going concern value. 
8. Going concern value can have little, if any, place in the rate base of a 
‘ transit company which has permitted unusual deterioration in view of nego- 
tiations for sale of its properties, except as the special factor of competition 
with an unregulated municipal utility has so affected that value as to indicate 
it at nil, p. 248. 
Valuation, § 332 — Going concern allowance — Separate allowance. 
9. A separate appraisal of the going concern element is not required for 
the purpose of determining the reasonableness of a street railway company’s 
rates, p. 248. 
Valuation, § 37 — Measures of value — Sale offer. 
10. The Commission properly accepted a street railway company’s offer to 
sell its properties to the city, made in a profitable period, as the best evi- 
dence of the fair value of the company’s property, p. 248. 
Valuation, § 21 — Rate base determination — Real values. 
11. Return should be based upon the real rather than the nominal paper 
valuation of public utility property and there is no denial of due process in 
rejecting conjectural and unsatisfactory estimates of value, p. 248. 
Valuation, § 37 — Measures of value — Sale offer. 
12. Sale offer price was properly adopted by the Commission as a rate base 
where it was impossible to say, in the light of the evidence in the proceeding, 
that that figure did not bear a proper relation to the fair value of the utility 
under existing conditions, p. 248. 
Appeal and review, § 48 — Commission order — Rate fixing. 
13. The court will not disturb Commission findings relating to estimates of 
probable increase in street railway traffic under a reduced fare and improved 
service, and to the probable future operating revenues, expenses, and other 
costs, when they are disputed questions of fact, p. 251. 
Rates, § 504 — Street railway — Cost ratio. 
14. The assumption that the cost ratio under a 6-cent street railway fare 
will be the same as under a 7-cent fare is fallacious, p. 251. 
Return, § 43 — Reasonableness — Past losses and deficits. 
15. That a public utility company has suffered deficits in the past does 
not justify excessive profits in the future, p. 252. 
Rates, § 130 — Reasonableness — Quality of service. 
16. The Commission, in fixing rates, has statutory authority to consider the 
quality of the facilities and service of the company involved, p. 252. 
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Appeal and review, § 48 — Conclusiveness of Commission findings — Rate fixing. 
17. When public utility interest has received constitutional protection the 
findings of the Commission on the consumer interest become final in a 


rate proceeding, p. 252. 


Return, § 15 — Reasonableness. 


18. Whether the fight to just compensation for service rendered has been 
denied to a utility depends upon the special facts in the case, p. 253. 


Appeal and review, § 54 — Commission decisions — Procedural errors. 
19. A court reviewing Commission decisions should not set them aside for 
mere errors of procedure not amounting to lack of due process, p. 253. 


Rates, § 636 — Reasonableness — Temporary rates. 
20. A tentative rate reduction prescribed by the Commission for an inde- 
terminate duration cannot be upset as unreasonable where there is no ground 
for assuming that the Commission will reject an application to make such 
changes as experience may show to be necessary in order to produce the 


stipulated revenue, p. 253. 


APPEARANCES: Cyril Appel and 
Pillsbury, Madison & Sutro, all of 
San Francisco, for the petitioner; 


Everett C. McKeage, Roderick B. 


Cassidy, Wyman C. Knapp, Frank B. 
Austin, and John M. Gregory, all of 
San Francisco, for the respondents. 


SHENK, J.: The Railroad Com- 
mission on its own motion ordered an 
investigation into the reasonableness 
of the rates and the sufficiency and 
adequacy of the service rendered by 
Market Street Railway Company in 
San Francisco. After hearings the 
Commission filed its opinion and or- 
der reducing the rate of base cash 
fare for transportation of passengers 
in the city from 7 to 6 cents. The 
company petitioned for a rehearing 
which was denied. The matter is here 
on its petition for a review pursuant 
to § 67 of the Public Utilities Act. 

The petitioner attacks the proceed- 
ings and order as a deprivation of or- 
derly due process, and as a confisca- 
tion of its property. 
54 PUR(NS) 


I 


[1] On the first, the procedural 
question, the company claims that it 
was denied due process by a failure 
of notice that it was being charged 
with the maintenance of unreasonable 
rates; that the issue of unreasonable- 
ness of rates was not framed during 
the course of the hearing; that the 
Commission introduced no evidence 
of unreasonableness of the prevailing 
rate, and that the company was not af- 
forded an opportunity to present evi- 
dence on the issue. 

The petitioner does not claim that 
it did not receive a copy of the “Or- 
der Instituting Investigation,” which 
was mailed to it. That order notified 
the company that “the Commission, 
believing that public interest demands 
an inquiry into the reasonableness of 
the rates, as well as the sufficiency 
and adequacy of the service rendered 
by the Market Street Railway Com- 
pany,” would institute an investiga- 
tion upon its own motion “into the 
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reasonableness of the rates, charges, 
classifications, rules, and regulations” 
of the company, “and also into the 
reasonableness, sufficiency, and ade- 
quacy of the operations, service, and 
facilities of said company.”’ The 10th 
day of May, 1943, was set as the time 
for the commencement of the public 
hearings. Notice of the time of hear- 
ing was also sent to other public utili- 
ties, and public and civic bodies and 
officers, including the California 
Street Cable Railroad Co., the mayor 
and the board of supervisors of the 
city and county of San Francisco, the 
department of public works, the board 
of public utilities, the city attorney, 
the San Francisco Chamber of Com- 
merce, the Office of Defense Trans- 
portation, and others. Hearings were 
conducted on May 10, July 15, and 
September 15, 1943. Thirty-three ex- 
hibits were introduced, consisting of 
reports and documents bearing on in- 
come and revenues, studies and re- 
ports of value, analyses of profit and 
loss accounts, operative expenses, sta- 
tistical studies in passenger revenue 
and car and bus hours, as well as 
studies in operative equipment, traffic 
checks, results of operation, charges 
and revisions in operative practices, 
and comparative rate and operation 
analyses of Market Street Railway 
and the Municipal Railway of San 
Francisco. Certain voluminous an- 
nual and monthly reports in addition 
were by stipulation deemed to be 
before the Commission. The oral ev- 
idence is contained in three volumes 
of transcribed testimony. Witnesses 
were produced by the Commission, 
by the city, and by the company. 
J. G. Hunter, produced by the Com- 
mission, the first witness to testify, 
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gave a resumé of the matters for in- 
vestigation, which included “operating 
expenses, taxes, depreciation, studies 
on rate base figures, the estimated 
operating results that would obtain 
under different fare structures.” Com- 
parative balance sheets, charges, and 
reports were introduced dealing with 
these subjects. Comparisons were 
made between appraisals based on 
book value and on historical cost. 
Testimony on the state of the physi- 
cal properties, on employment con- 
ditions, on available manpower, on 
adequacy of the service and facil- 
ities, on the possibility of interchange 
of facilities and a universal transfer 
system, on the company’s franchise 
obligations in roadbed upkeep, and 
on elements to be considered in 
evaluating service, was also received. 
Mr. Samuel Kahn, who is president 
and general manager of the company 
and an engineer and expert in utility 
management, and Mr. Leonard V. 
Newton, vice president of the com- 
pany and engineer in charge of opera- 
tions, testified on behalf of the com- 
pany. On direct and cross-examina- 
tion Mr. Kahn testified and presented 
exhibits illustrating his opinion of the 
effect of various rate structures. Mr. 
Newton’s testimony was confined 
mainly to operations and employment 
conditions. 


Thus, the company had the required 
notice of hearing on the question of 
reasonableness of the rates and full 
opportunity at the hearings to pre- 
sent any further evidence on the rate 


issue, had it chosen to do so. The 
notice and the course of the hearings 
were adequate to inform the company 
that the reasonableness of the present 
rate was under investigation. The 
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discussion on this phase of the review 
may be concluded by stating that the 
various studies, reports, and other 
statistical data, including the record 
in prior rate proceedings, together 
with the exhaustive investigation in- 
to the present state of the properties 
and the adequacy and value of the 
service, must be deemed to have had 
a direct bearing on the rate issue. 
The fact that the financial and rate 
base studies were required to be pro- 
duced by the Commission as a part 
of the record was sufficient to give 
to the company ample warning that 
the Commission was seriously pro- 
ceeding into an investigation of the 
reasonableness of the existing rate. 
In fact Mr. Kahn’s testimony clearly 
indicated that he so understood the 
purpose of the inquiry. The state- 
ment of counsel that the elements of 


fair play were so lacking in the pro- 
ceedings as to call for a conclusion 
that orderly due process was not ob- 
served is not supported by the record. 
The company had the opportunity to 
supplement or explain the reports and 


data introduced in evidence. The 
Commission also accorded the op- 
portunity for argument on the petition 
for rehearing, but no supplement or 
explanation of the submitted data was 
referred to on the argument on re- 
hearing. At that time the petitioner 
merely contended that a rehearing 
should be granted in order to conduct 
further studies on the estimates of 
future revenues, expenses, and net re- 
turn under various rates, as well as 
valuation studies to supply evidence of 
different rate bases, including repro- 
duction cost, different from those on 
which the Commission placed its esti- 
mate of a fair return from operations 
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under the reduced rate. Under these 
circumstances the comment of the 
court in California R. Commission vy. 
Pacific Gas & E. Co. (1938) 302 US 
388, 393, 82 L ed 319, 21 PUR(NS) 
480, 483, 58 S Ct 334, is appropriate 
here: ‘‘As we have seen, the fe- 
spondent [petitioner] was heard, the 
Commission received the testimony of 
respondent’s witnesses, its exhibits 
anid argument. There is nothing 
whatever to show that the hearing 
was not conducted fairly.” The peti- 
tioner’s further demands are more 
ptoperly addressed to the matter of 
reasonableness in relation to due proc- 
ess when we come to consider the 
second phase of this review, namely, 
the issue of confiscation. 


II 


The opinion of the Commission 
gives the essential background. The 
year 1852 saw the first omnibus setv- 
ice in San Francisco; 1860 the first 
street railway; and 1873 the first cable 
line. The cable was more suited to 
the hilly terrain and some of the horse- 
car lines were converted to the cable 
method of operation. In 1893 Mar- 
ket Street Railway Company was in- 
corporated and took over eleven of 
seventeen independent streetcar lines. 

By city charter amendments ratified 
by the electors in 1902, provisions 
were enacted for municipal acquisi- 
tion of public utilities. (Stats 1903, 
pp. 586 et seq.) Privately owned 
street railways were permitted to hold 
franchises for not to exceed twenty- 
five years, whereupon tracks and over- 
head construction should revert to the 
city without cost. 

In 1902 United Railroads of San 
Francisco was incorporated. It suc- 
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ceeded to the properties of Market 
Street Railway Company and five ad- 
ditional lines. The earthquake and fire 
of 1906, caused heavy losses and a 
large reconstruction program ensued. 

In 1912 the first municipal line was 
placed in operation. Municipal rail- 
way expansion proceeded rapidly in or- 
der to serve the traffic during the 
Panama Pacific International Exposi- 
tion in 1915. The city-built lines of 
extension parallel with some of the 
Market Street Railway lines. 

United Railroads became unable to 
pay the interest on its bonded indebted- 
ness and in 1921 its properties were 
acquired by the bondholders under 
foreclosure sale and were in turn sold 
to Market Street Railway Company. 
The 25-year franchise limitation was 
not enforced. Pursuant to § 131 of 
the city charter (Stats 1931, p. 3052), 
the company surrendered its fran- 
chises and was granted a 25-year per- 
mit to continue operations subject to 
the right of the city to acquire the 
properties upon paying the fair value 
of the operative properties exclusive 
of going concern value or other in- 
tangible elements. In 1925 the com- 
pany began placing motorbuses in 
operation and by December, 1942, it 
had 125 busses in service. 


The competitive factor induced by 
the continuing expansion of the munic- 
ipal railway system became a constant- 
ly increasing threat to the operations 
and financial integrity of the company. 
The Market Street Railway Company 
came under the jurisdiction of the 
Railroad Commission, while the mu- 
nicipal lines remained subject to the 
regulation and supervision of the city. 
The municipality retained a 5-cent 
fare even though the system was 
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operated with a deficit. Market Street 
Railway’s original franchises includ- 
ed a 5-cent fare clause. 

In 1937 Market Street Railway ap- 
plied to the Railroad Commission for 
an increase of the fare to 7 cents. 
The application was granted to the 
extent of permitting a 2-cent transfer 
charge. At that time the company 
was admittedly not seeking the in- 
crease on the basis of a fair return 
on its investment, but sought merely 
to meet $1,000,000 additional annual 
operating expense due to increased 
taxes and labor costs. (Decision No. 
29889, 40 Cal RCR 525, 20 PUR 
(NS) 278, 282.) In its opinion in 
that proceeding the Commission said: 
“It is clear from this record that 
operation under any reasonable fare 
structure will not in the near future 
yield a revenue sufficient to provide a 
full return on any reasonable rate base 
of applicant’s property, so long as the 
competing municipal lines are operat- 
ing on a 5-cent fare. For that reason 
this record does not deal with the mat- 
ter of establishing a rate base for this 
property. In fact, the only reference 
to valuation in this record is that 
which is contained in the application 
to the effect that a valuation made 
[in a report filed with the supervisors 
in 1929] by the late M. M. O’Shaugh- 
nessy, former city engineer of San 
Francisco, shows that the present fair 
value of applicants property is at least 
$24,000,000.” Its decision (Ibid, at 
p. 532, 20 PUR(NS) at p. 283) dis- 
closes that the president of the com- 
pany was of the opinion “that ex- 
perience alone could tell what results 
would obtain if the proposed fare 
structure were put into effect.” 

In 1938 the company made a sup- 
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plemental application for an increase 
to a 7-cent fare on a showing that 
revenues had declined and that fur- 
ther increased operating expenses were 
imminent due to higher labor costs. 
The Commission granted the applica- 
tion to the extent of permitting a 7- 
cent fare, four tokens for 25 cents. 
Again the Commission noted that the 
company was not seeking the new rate 
on the basis of a fair return on its in- 
vestment. (Decision No. 30849, 41 
Cal RCR 349, 351.) 

The city of San Francisco granted 
franchises to bus companies for opera- 
tion on a 10-cent fare in direct com- 
petition with the company, but re- 
frained from granting any such fran- 
chises which would compete with the 
municipal lines. The company at- 
tempted to effect economies by install- 
ing one-man operation in its electric- 


ally operated cars, but that practice 


was discontinued when the Federal 
courts upheld a San Francisco city 
ordinance forbidding one-man opera- 
tion of streetcars. San Francisco v. 
Market Street R. Co. (1938) 27 PUR 
(NS) 355, 98 F(2d) 628; (1939) 
305 US 657, 83 L ed 426, 59 S Ct 
357, 306 US 667, 83 L ed 1062, 59 
S Ct 460. The company had at- 
tempted to abandon unprofitable lines, 
but had been unable to obtain permis- 
sion from the city to do so. 
Consequently in the same year 
(1938) the company made a second 
supplemental, application for a 
straight 7-cent basic fare. The show- 
ing was that as a result of the in- 
crease in fares in a 12-month period 
more than 10,000,000 passengers had 
been diverted to the municipal lines, 
and the company was operating at a 
loss. San Francisco is a city with 
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what is termed a “high riding habit” 
and a large percentage of the lost 
traffic consisted of short-haul riders 
who declined to pay the 7-cent fare. 
In that proceeding the Commission 
concluded that the company was en- 
titled to relief to prevent a collapse 
or partial collapse of its service, and, 
accepting the company’s estimate that 
revenues could be increased only by 
a straight 7-cent fare, it granted the 
petition conditionally. It required the 
company forthwith to petition the 
board of supervisors of the city for 
permission to abandon operation on 
specified lines and for such form of 
relief as might be necessary to elim- 
inate “jitney” competition. The com- 
pany complied with the requirements 
and on December 12, 1938, the board 
of supervisors denied the requests. 
Thereupon, on December 27, 1938, 
the Commission ordered the new 
schedule based on a straight 7-cent 
fare effective January 1, 1939. 

The straight 7-cent basic fare has 
continued until the present time. The 
hoped-for results, however, did not 
immediately materialize, even with the 
stimulation afforded by the holding 
of the Golden Gate International Ex- 
position in 1939-1940. Compared 
with the year 1936, the last year un- 
der the 5-cent fare, the 1941 traffic 
and revenue reached the lowest ebb, 
showing a falling off of 64,056,000, 
or 42 per cent, in revenue passengers, 
and $1,426,282, or 19 per cent, in 
passenger revenue. The figures show 
a decline of 39 per cent in revenue as 
compared to the maximum revenue 
year of 1925. The state of the opera- 
tive properties and the adequacy of 
the service continued to decline. The 
company became unable to discharge 
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its franchise obligations for roadbed 
maintenance and the city was attempt- 
ing to collect $1,691,162.76 claimed 
as arrears. 

After the entry of this country in- 
to the present world war in 1941, 
and upon the stepped-up production of 
war materials, an abnormal increase 
in traffic occurred resulting in in- 
creased revenue, accompanied, how- 
ever, by a further marked deteriora- 
tion in the operative properties and in 
the service to the public. 

The Commission examined the con- 
dition of the properties and the ade- 
quacy of the service in relation to the 
prevailing rates for transportation. 
It found evidence of long-time neglect, 
deterioration, mismanagement, indif- 
ference to urgent public need, and 
other causes productive of poor serv- 
ice, not all of which were chargeable 
to the war. The company refused 
to lease idle equipment to the munici- 
pality although the latter had sought 
to put it into service on its own lines 
after the Office of Defense Transpor- 
tation had denied it priority rights for 
new equipment because of the existing 
condition of idleness of rolling stock in 
San Francisco, none of which was at- 
tributable to the city. The company 
was unsuccessful in retaining or draw- 
ing its share of the available man- 
power, which was being diverted to 
the Municipal Railway. Undeniably 
there is evidence of “deplorable condi- 
tion of track, of deferred maintenance, 
unfulfilled street paving obligations, 
obsolescence of streetcar equipment, 
and the failure of the company to re- 
place, during prewar years, uneconom- 
ical and outdated facilities by modern, 
more efficient, and more profitable 
means of mass transportation,’ con- 
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ditions which had grown progressive- 
ly worse over a period of years ante- 
dating the commencement of the war. 
Service, with the exception of that to 
establishments directly engaged in the 
war effort, such as shipyards and 
Army and Navy concentration points, 
steadily declined in quality and ade- 
quacy. The Commission stated that 
an analysis of the company’s fi- 
nances showed that over a period of 
years the company had diverted to 
payment of indebtedness funds urgent- 
ly required for proper maintenance 
and for the replacement of depreciated 
property. 

The record makes it apparent, and 
the Commission recognized, that in 
the past competition was the factor 
which prevented the company from 
reaping financial benefit from any rate 
structure; that heretofore the private 
automobile has given the railways 
competition; and that source of com- 
petition is partially eliminated during 
the period of rubber and gasoline 
shortage ; that the increased traffic due 
to war activities will not last, and that 
as soon as transportation conditions 
return to normal the company will 
again be handicapped by a 7-cent fare 
against the competition of the Munici- 
pal Railway and the automobile; and 
that under any rate structure the con- 
dition of the company will grow even 
worse than at the former low level 
unless the service is greatly improved. 
It is also disclosed that while prior 
to the war the 5-cent fare produced 
a greater gross and net annual rev- 
enue than any fare in excess of 5 cents, 
a 5-cent fare structure will not realize 
any net return to the company under 
a competitive system of operation. 

Compared with Market Street Rail- 
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way, the Municipal Railway under a 
5-cent fare has gained in quality of 
service and equipment, and in financial 
returns. As with Market Street Rail- 
way, however, the Municipal Rail- 
way’s increase in financial returns be- 
gan with the abnormal increase in 
traffic. 

Attempts had been made to have 
the city of San Francisco acquire the 
Market Street Railway. Transporta- 
tion surveys and property appraisals 
had been prepared and negotiations 
carried on over a long period of years. 
At the general election of November 
3, 1942, the electorate of San Fran- 
cisco rejected a proposed revenue bond 
issue to raise $7,950,000, the price 
theretofore settled upon at which the 
company would sell its properties to 
the city. A similar proposition at the 
same figure was again submitted and 
again rejected at a special election 
held April 20, 1943.1 

The Commission rejected the com- 
pany’s book figures of cost and de- 
preciation and selected the offered 
price, $7,950,000, as the value of the 
utility and rate base for the purpose 
of computing the return to the com- 
pany under various rate structures. 
It concluded that operation under a 
6-cent fare, after deduction from 
gross passenger revenue of operating 
expenses, depreciation and _ taxes, 
would produce a net return of slight- 
ly more than 6 per cent on the rate 
base of $7,950,000. It computed that 
a 7-cent fare, allowing an increase in 
operating expenses to $7,940,000, in- 
cluding $750,000 for depreciation and 

1Since this review proceeding was com- 
menced and on April 16, 1944, the electorate 
of the city voted favorably on a prosposition 


to acquire the operative properties of the com- 
pany on a self-liquidating plan for $7,500,000. 
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$590,000 for taxes, would yield an- 
nual net operating revenues of $760,- 
000, a return of 9.6 per cent on the 
rate base. Figuring the return from 
a 7-cent fare on a depreciation allow- 
ance of $500,000, which is the amount 
the company had been charging off 
annually, the percentage would be 
12.7. The Commission found both 
these rates of return excessive and 
unjustified by the present service. Its 
computation under a 5-cent fare, with 
a depreciation allowance of $500,000, 
indicated a deficit of $1,153,000. On 
a 6-cent basic fare it estimated annual 
gross revenue at $8,500,000, operat- 
ing expenses, depreciation, and taxes 
at $8,000,000, leaving a net operating 
income of $500,000, slightly more 
than 6 per cent on the base figure of 
$7,950,000, which return it found to 
be reasonable. It said that considera- 
‘tion of service alone and of the value 
of service to the patron would justify 
the fixing of a 5-cent fare; but it 
determined that a 6-cent fare was a 
just, fair, and reasonable rate, pro- 
vided every possible and reasonable 
effort promptly be made by the com- 
pany to furnish an improved service, 
and that a fare in excess of 6 cents 
was unjust and unreasonable. 

No contention is urged that a 6 
per cent return on the investment is 
not adequate, under present condi- 
tions, to attract capital and keep a 
utility in a solvent condition. The 
question is whether the record clearly 
establishes that the selection of the 
figure of $7,950,000 as the rate base 
will result in confiscation of the com- 
pany’s property. 

The Commission rejected all other 
figures and selected the offered price 
as that most truly representative of 
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the value of the company’s properties. 
It said that “the only available indica- 
tion in this record of the present value 
of the company’s properties used and 
useful in the public service is the res- 
olution of the company’s board of 
directors, passed on March 25, 1943. 
The resolution reads as follows: 
“Sale of the Operative Properties 
of the Market Street Railway Com- 
pany to the City and County of San 
Francisco. The president advised the 
board that he had agreed with the 
mayor and other city officials, as well 
as the board of supervisors, to sell the 
operative properties of Market Street 
Railway Company to the city and 
county of San Francisco for the sum 
of $7,950,000 cash, which was the 
same amount agreed upon for the sale 
of the operative properties when a 
charter amendment for the purpose of 
raising such sum by a revenue bond 
issue was submitted to and rejected 
by the qualified electors of the city 
and county of San Francisco at the 
general election on November 3, 1942. 
The president stated further that a 
similar charter amendment, with sev- 
eral changes therein, for the purpose 
of raising the sum agreed upon for 
the sale of the operative properties 
of the Market Street Railway Com- 
pany to the city and county of San 
Francisco by a revenue bond issue 
would be submitted to the qualified 
electors of the city and county of San 
Francisco ¢ a special election to be 
held on April 20, 1943. The president 
also stated that the price mentioned 
is the amount that had been agreed 
upon for the purchase by the city and 
county of San Francisco of the opera- 
tive properties of the company after 
negotiations in respect thereto which 
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covered a considerable period of time 
and, as previously mentioned, is the 
best price obtainable therefor. 

“Whereupon, on motion of Di- 
rector Fay, duly seconded by Director 
Scott, the following resolution was 
adopted. 

“Resolved, that the actions of the 
president in negotiating the sale of and 
agreeing to sell the operative properties 
of the Market Street Railway Com- 
pany to the city and county of San 
Francisco for the sum of $7,950,000 
cash be, and the same hereby are, 
ratified, approved, and confirmed ; and 
it is 

“Further resolved, that the officers 
of the Market Street Railway Com- 
pany be and they are hereby authorized 
and directed to perform all necessary 
and proper acts in order to carry out 
and complete the sale of the operative 
properties of the Market Street Rail- 
way to the city and county of San 
Francisco for the sum of $7,950,000 
cash.” 

The Commission adopted the price 
stated in the offer as the “present 
fair market value,” without the ne- 
cessity of expressing an “opinion on 
the reasonableness of the figure of 
$7,950,000 as an exact measure of the 
present fair value of the company’s 
operative property in its present de- 
preciated physical and service condi- 
tion, with its past earning record and 
its prospective future under the com- 
petitive transportation situation ob- 
taining in San Francisco.” The peti- 
tioner contends that the ultimate 
figure adopted by the principals for 
the sale of the property to the city 
and therefore by the Commission as 
the present fair market value was 
based on a capitalization of earnings; 
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that the Commission should have pro- 
ceeded on a consideration of depreciat- 
ed reproduction cost and historical 
cost, in accord with the holding of the 
Supreme Court of the United States 
in Smyth v. Ames (1898) 169 US 
466, 42 L ed 819, 18 S Ct 418, and 
other cases. 

In Smyth v. Ames, after stating 
that the basis of all calculations as to 
the reasonableness of rates must be 
the fair value of the property being 
used for the convenience of the pub- 
lic, the Supreme Court proceeded to 
lay down the essential matters for 
consideration in ascertaining that 
value (p. 546). “And in order to 
ascertain that value, the original cost 
of construction, the amount expended 
in permanent improvements, the 
amount and market value of its 
bonds and stock, the present as 


compared with the original cost of 


construction, the probable earning 
capacity of the property under par- 
ticular rates prescribed by statute, and 
the sum required to meet operating 
expenses, are all matters for consid- 
eration, and are to be given such 
weight as may be just and right in 
each case. We do not say that there 
may not be other matters to be re- 
garded in estimating the value of the 
property. What the company is en- 
titled to ask is a fair return upon the 
value of that which it employs for 
the public convenience. On the other 
hand, what the public is entitled to 
demand is that no more be exacted 
from it for the use of a public high- 
way than the services rendered by it 
are reasonably worth.” 

Subsequent decisions emphasized 
the necessity for finding fair value by 
weighing all the elements prescribed 
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in Smyth v. Ames. Notably in Min- 
nesota Rate Cases (1913) 230 US 
352, 434, 57 L ed 1511, 33 S Ct 729, 
48 LRA(NS) 1151, Ann Cas 1916A 
18, the Supreme Court said that there 
must be a “reasonable judgment 
having its basis in a proper considera- 
tion of all relevant facts,” repeating 
the language quoted from Smyth y, 
Ames. The emphasis progressed to 
the extent that in many cases, if one 
factor or element, particularly that of 
reproduction cost new, had not re- 
ceived consideration in arriving at 
“present fair value,” it was determined 
that the constitutional due process re- 
quirement had been violated. Mis- 
souri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 262 
US 276, 67 L ed 981, PUR1923C 
193, 43 S Ct 544, 31 ALR 807; 
Bluefield Water Works & Improv. Co. 
v. West Virginia Pub. Service Com- 
mission, 262 US 679, 67 L ed 1176, 
PUR1923D 11, 43 S Ct 675; Me- 
Cardle v. Indianapolis Water Co. 272 
US 400, 71 L ed 316, PUR1927A 15, 
47 S Ct 144; United R. & Electric 
Co. v. West, 280 US 234, 74 L ed 
390, PUR1930A 225, 50 S Ct 123; 
cf. Pacific Gas & E. Co. v. San Fran- 
cisco, 265 US 403, 68 L ed 1075, 
PUR1924D 817, 44 S Ct 537; Los 
Angeles Gas & E. Corp. v. Railroad 
Commission, 289 US 287, 77 L ed 
1180, PUR1933C 229, 53 S Ct 637; 
California R. Commission v. Pacific 
Gas & E. Co. (1938) 302 US 388, 
82 L ed 319, 21 PUR(NS) 480, 58 
S Ct 334. Thus due process was 
deemed not to have been observed 
if it was shown that the regulatory 
body, in evaluating the plant or opera- 


tive properties for rate purposes, had 


not considered depreciated reproduc- 
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tion cost as well as book cost, actual 
(sometimes called original or histori- 
cal) cost, capitalization, etc. Since 
calculations under each formula led to 
widely different results it became ap- 
parent that in Smyth v. Ames rule had 
proved itself unworkable. Criticisms 
of it are found in the dissenting and 
concurring opinions in Southwestern 
Bell Telephone Company Case, supra, 
262 US at p. 289; Pacific Gas & E. 
Co. v. San Francisco, supra, 265 US 
at p. 416; McCardle v. Indianapolis 
Water Co. supra, 272 US at p. 421; 
United R. & Electric Co. v. West, 
280 US at p. 255; and West v. Chesa- 
peake & P. Teleph. Co. (1935) 295 
US 662, 680, 79 L ed 1640, 8 PUR 
(NS) 433, 55 S Ct 894. In the South- 
western Bell Telephone Company 
Case, Justice Brandeis (Justice 


Holmes concurring with him), dis- 
agreed with the majority view that the 


Commission must consider reproduc- 
tion cost new under the slogan “‘Esti- 
mates for tomorrow cannot ignore 
prices of today,” and advocated the 
prudent investment theory. 

In Georgia R. & Power Co. v. 
Georgia R. Commission, 262 US 625, 
67 L ed 1144, PUR1923D 1, 43 S Ct 
680, decided less than three weeks 
later, Justice Brandeis writing the 
majority opinion distinguished the 
Southwestern Bell Telephone Com- 
pany Case. The court decided that 
the Commission was not bound to 
slavish adherence to reproduction cost 
new in a case where the evidence 
showed that it gave consideration to 
that element, the dissenters seeking 
to apply the Southwestern Bell deci- 
sion. On the same day the court also 
decided Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
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Service Commission, supra, wherein 
reproduction costs had not received 
consideration and the court reversed, 
following the Southwestern Bell Case, 
Justice Brandeis disagreeing with the 
grounds of reversal. 

In the case of McCardle v. In- 
dianapolis Water Co. supra, 272 US 
at p. 408, the court required a further 
step, namely, that the future as well 
as the present must be regarded; that 
present value could not be determined 
without an honest and intelligent fore- 
cast as to probable price and wage 
levels, probable yield over operating 
expenses, etc., during a reasonable 
period in the immediate future. 

In 1933 the Supreme Court ob- 
viously began to anticipate a departure 
from adherence to Smyth v. Ames, 
supra. In the case of Los Angeles 
Gas & E. Corp. v. Railroad Commis- 
sion, supra, the court in effect upheld 
the California Commission which, in 
making a rate reduction order, had 
rejected reproduction cost figures as 
“too witcertain and hypothetical to 
enter into a rate base figure.” The 
court relied on the Minnesota Rate 
Cases, supra, for the theory that the 
cost-of-reproduction method did not 
justify the acceptance of results which 
depended upon mere conjecture. It 
pointed out the necessity of distin- 
guishing between the legislative and 
judicial functions; that it is the ap- 
propriate task of the Commission to 
determine the value of the property 
affected by the rates it fixed, and that 
of the court, in deciding the question 
of confiscation, not to lay down a 
formula, much less to prescribe an 
arbitrary allowance, but to examine 
the result of the legislative action in 
order to determine whether its total 
54 PUR(NS) 
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effect is to deny to the owner of the 
property a fair return for its use. 
It said: “We do not sit as a board 
of revision, but to enforce constitu- 
tional rights. San Diego Land & 
Town Co. v. Jasper (1903) 189 US 
439, 446, 47 L ed 892, 23 S Ct 571. 
The legislative discretion implied in 
the rate-making power necessarily ex- 
tends to the entire legislative process, 
embracing the method used in reach- 
ing the legislative determination as 
well as that determination itself. We 
are not concerned with either, so long 
as constitutional limitations are not 
transgressed. When the legislative 
method is disclosed, it may have a 
definite bearing upon the validity of 
the result reached, but the judicial 
function does not go beyond the deci- 
sion of the constitutional question. 
That question is whether the rates 


as fixed are confiscatory. And upon 
that question the complainant has the 
burden of proof and the court may 
not interefere with the exercise of 
the state’s authority unless confisca- 


tion is clearly established.” (Supra, 
289 US at p. 304, PUR1933C at p. 
240.) 

In April, 1934, the Supreme Court 
upheld the Commission’s order pre- 
scribing rates for telephone service in 
the case of Lindheimer v. Illinois Bell 
Teleph. Co. (1934) 292 US 151, 78 
L ed 1182, 3 PUR(NS) 337, 345, 54 
S Ct 658. It rejected the company’s 
claim that the rates were grossly con- 
fiscatory because not based on esti- 
mates of original or book cost and 
reproduction cost new; for, to rec- 
ognize the claim, it stated, would be 
to sanction “a large increase over the 
rates which have enabled it to operate 
with outstanding success. Elaborate 
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calculations which are at war with 
realities are of no avail.” 

West Ohio Gas Co. v. Ohio Pub, 
Utilities Commission (1935) 294 US 
63, 70, 79 L ed 761, 6 PUR(NS) 
449, 453, 55 S Ct 316, reiterated the 
restricted function of the court de- 
clared in Los Angeles Gas & E. Corp. 
v. California R. Commission, supra, 
saying: “Our inquiry in rate cases 
coming here from the state courts is 
whether the action of the state officials 
in the totality of its consequences is 
consistent with the enjoyment by the 
regulated utility of a revenue some- 
thing higher than the line of confisca- 
tion. If this level is attained, and 
attained with suitable opportunity 
through evidence and argument 
(Southern R. Co. v. Com. ex rel. 
Virginia [1933] 290 US 190, 78 L ed 
260, 4 PUR(NS) 293, 54 S Ct 148) 
to challenge the result, there is no 
denial of due process, though the 
proceeding is shot through with ir- 
regularity or error.” 

Nevertheless, less than six months 
later, in West v. Chesapeake & P. 
Teleph. Co. supra, the court affirmed 
a decree enjoining the Commission 
from enforcing prescribed rates be- 
cause of the method employed to as- 
certain value, namely, by the use of 
price trend indices, rather than on the 
ground that the rate was confiscatory. 

In April, 1936, in St. Joseph Stock 
Yards Co. v. United States, 298 US 
38, 53, 80 L ed 1033, 14 PUR(NS) 
397, 404, 405, 56 S Ct 720, the major- 
ity of the court again reviewed the 
distinctive functions of Commission 
and court, saying that the “judicial 
duty to exercise an independent judg- 
ment does not require or justify dis- 
regard of the weight which may prop- 
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erly attach to findings upon hearing 
and evidence. Judicial judg- 
ment may be none the less appropri- 
ately independent because informed 
and aided by the sifting procedure of 
an expert legislative agency. 

We have said that ‘in a question of 
ratemaking there is a strong presump- 
tion in favor of the conclusions 
reached by an experienced administra- 
tive body after a full hearing.’ ; 
The established principle which guides 
the court in the exercise of its judg- 
ment on the entire case is that the com- 
plaining party carries the burden of 
making a convincing showing and that 
the court will not interfere with the 
exercise of the rate-making power 
unless confiscation is clearly estab- 
ee: so” 


In California R. Commission v. 
Pacific Gas & E. Co. (1938) 302 US 
388, 82 L ed 319, 21 PUR(NS) 480, 
58 S Ct 334, the court, reémphasizing 
the principle from Los Angeles Gas 
& E. Corp. v. Railroad Commission, 
Lindheimer v. Illinois Bell Teleph. Co., 
West Ohio Gas Co. v. Ohio Pub. 
Utilities Commission, supra, and other 
cases, refused to consider as an error 
amounting to a denial of due process 
the Commission’s treatment of the 
company’s estimate of reproduction 
costs as without probative value. The 
dissenting opinion of Justice Butler, 
who invoked application of the Smyth 
v. Ames, supra, rule, pointed out that 
the California Commission consistent- 
ly refused to apply the Smyth v. Ames 
criteria. 

Then in Federal Power Commis- 
sion v. Natural Gas Pipeline Co. 
(1942) 315 US 575, 586, 86 L ed 
1037, 42 PUR(NS) 129, 138, 62 S 
Ct 736, the court again appeared to 
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approve nonadherence to the rule of 
Smyth v. Ames by Utility Commis- 
sions. It upheld an interim order of 
rate reduction by the Federal Power 
Commission, acting under the Nat- 
ural Gas Act of 1938, 52 Stat. 821, 
15 U. S. C. Sec. 717, which required 
that rates and charges for transporta- 
tion and sale of gas in interstate 
commerce should be ‘‘just and reason- 
able.” The gas company sought to 
have $8,500,000 claimed going con- 
cern value included in the rate base. 
In upholding the Commission, the 
court said: “The Constitution does 
not bind rate-making bodies to the 
service of any single formula or com- 
bination of formulas. Agencies to 
whom this legislative power has been 
delegated are free, within the ambit 
of their statutory authority, to make 
the pragmatic adjustments which may 
be called for by particular circum- 
stances. Once a fair hearing has been 
given, proper findings made and other 
statutory requirements satisfied, the 
courts cannot intervene in the ab- 
sence of a clear showing that the 
limits of due process have been over- 
stepped. If the Commission’s order, 
as applied to the facts before it and 
viewed in its entirety, produces no 
arbitrary result, our inquiry is at an 
end.” 

Finally in Federal Power Commis- 
sion v. Hope Nat. Gas Co. decided 
January 3, 1944, 320 US 591, 88 
L ed —, 51 PUR(NS) 193, 199-201, 
209, 64 S Ct 281, the court freed 
Commissions from the necessity of 
following Smyth v. Ames, supra. 
There the Commission reduced gas 
rates. In testing the value of the 
utility property, it had omitted an 
item of $17,000,000 expended for 
54 PUR(NS) 
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drilling operations in an unregulated 
period of the utility’s operations, and 
which in the same period had been 
recouped from earnings by having 
been charged off to operating expenses. 
The court rejected the contentions 
that the rate base should reflect the 
reproduction cost and trended original 
cost, and that the well drilling costs of 
$17,000,000 should have been included 
in the rate base. It said: “Rate- 
making is indeed but one species of 
price fixing. Munn v. Illinois (1877) 
94 US 113, 134, 24 L ed 77. The 
fixing of prices, like other applications 
of the police power, may reduce the 
value of the property which is being 
regulated. But the fact that the value 
is reduced does not mean that the 
regulation is invalid. It does, 
however, indicate that ‘fair value’ is 


an end product of the process of rate 


making, not the starting point. 
The heart of the matter is that rates 
cannot be made to depend upon ‘fair 
value’ when the value of the going 
enterprise depends on earnings under 
whatever rates may be anticipated. 
“We held in Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
supra, that the Commission was not 
bound to the use of any single formula 
or combination of formulae in deter- 
mining rates. Its rate-making func- 
tion, moreover, involves the making 
of ‘pragmatic adjustments.’ Id, at p. 
586. And when the Commission’s 
order is challenged in the courts, 
the question is whether that order 
‘viewed in its entirety’ meets the re- 
quirements of the act. Id. at p 586. 
Under the statutory standard of ‘just 
and reasonable’ it is the result reached 
and not the method employed which 
is controlling. Cf. Los Angeles Gas & 
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E. Corp. v. Railroad Commission, 289 
US 287, 304, 305, 314, 77 L ed 1180, 
PUR1933C 229, 53 S Ct 637; West 
Ohio Gas Co. v. Ohio Pub. Utilities 
Commission (1935) 294 US 63, 70, 
79 L ed 761, 6 PUR(NS) 449, 
55 S Ct 316; West v. Chesapeake & 
P. Teleph. Co. (1935) 295 US 662, 
692, 693, 79 L ed 1640, 8 PUR 
(NS) 433, 55 S Ct 894 (dissenting 
opinion). It is not theory but the 
impact of the rate order which 
counts. If the total effect of the 
rate order cannot be said to be 
unjust and unreasonable, judicial 
inquiry under the act is at an end. 
The fact that the method employed to 
reach that result may contain infirmi- 
ties is not then important. Moreover, 
the Commission’s order does not be- 
come suspect by reason of the fact that 
it is challenged. It is the product of 
expert judgment which carries a pre- 
sumption of validity. And he who 
would upset the rate order under the 
act carries the heavy burden of mak- 
ing a convincing showing that it is 
invalid because it is unjust and unrea- 
sonable in its consequences. 

The conditions under which more or 
less might be allowed are not impor- 
tant here. Nor is it important to this 
case to determine the various permis- 
sible ways in which any rate base on 
which the return is computed might 
be arrived at. For we are of the view 
that the end result in this case cannot 
be condemned under the act as unjust 
and unreasonable from the investor 
or company viewpoint.” Answering 
other contentions the court said: 
“Congress has entrusted the admin- 
istration of the act to the Commission 
not to the courts. Apart from the 
requirements of judicial review it is 
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not for us to advise the Commission 
how to discharge its functions.” 

[2, 3] The petitioner contends 
that the cases of Federal Power Com- 
mission v. Natural Gas Pipeline Co. 









49, 

> & and Federal Power Commission v. 
62. Hope Nat. Gas Co. supra, are inap- 
UR plicable because they involved the com- 





modity gas, as distinguished from the 
use of common carrier property. The 
petitioner does not contend, however, 
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ni that the rate base theory of public 
be utility valuation is not applicable in 
jal the present case. That theory of eval- 
id. uating public utility property as de- 
to terminative of the question of confis- 
1i- cation was adopted by the Commis- 
-r, sions, and assumed by the court to be 
e- proper, in the cited cases. It follows 
at that the holdings of the Supreme 
yf Court in those cases may be consid- 
e- ered in a case involving common car- 
0 riers. Therefore those cases, particu- 





larly the Supreme Court’s decision in 
the Hope Natural Gas Company Case, 
supra, permits unreasonableness to be 
shown, not by the method employed to 
formulate a rate base, but by the fact 
that the ‘‘end result” of the Commis- 
sion’s order interferes with the com- 
pany’s successful operation, its finan- 
cial integrity, its ability to maintain 
credit and attract capital, and to com- 
pensate investors for risks assumed— 
in short, fails to provide a return suf- 
ficient to induce the utility enterprise 
to “perform completely and efficient- 
ly its functions for the public.” The 
Supreme Court refrained from en- 
dorsing a particular method of valua- 
tion to arrive at the result of reason- 
ableness, but left Commissions free to 
follow Smyth v. Ames, supra, or to 
select one or more of the heretofore 
recognized criteria or a different meth- 
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od, which, even if irregular, would not 
invalidate an order unless unreason- 
ableness were clearly established. 
Thus responsibility for rate fixing, in 
so far as the law permits and requires, 
is placed with the Commission, and 
unless its action is clearly shown to be 
confiscatory the courts will not inter- 
fere. 

Section 32 of the Public Utilities 
Act (Stats 1915 p. 115, as amended), 
empowers the California Commis- 
sion, after a hearing had upon its 
Own motion or upon complaint, to 
make findings on the reasonableness 
of the rates charged by a public util- 
ity and to lower or increase the rates 
accordingly. By the same section the 
Commission also has power and it is 
made its duty, after a hearing had on 
its own motion or on complaint, to de- 
termine the facilities and operation 
adequate to meet the public require- 
ments, and to fix the just, reasonable, 
and adequate rates for such service. 

Section 67 of the Public Utilities 
Act provides for a review by this court 
for the purpose of having the lawful- 
ness of the order and decision of the 
Commission inquired into. That sec- 
tion restricts the review to a_deter- 
mination of whether the Commission 
has regularly pursued its authority, in- 
cluding a determination of whether 
the order or decision under review vio- 
lates any right of the petitioner under 
the Constitution of the United States 
or of the state of California. It fur- 
ther provides that the findings and 
conclusions of the Commission on 
questions of fact shall be final and 
shall not be subject to review except as 
hereinafter noted, and that such 
questions of fact shall include ulti- 
mate facts and the findings and 
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conclusions of the Commission on 
reasonableness and _ discrimination. 
The exception to finality is that “in 
any proceeding wherein the validity 
of any order or decision is chal- 
lenged on the ground that it violates 
any right of petitioner under the Con- 
stitution of the United States, the Su- 
preme Court shall exercise an inde- 
pendent judgment on the law and the 
facts, and the findings or conclusions 
of the Commission material to the de- 
termination of said constitutional 
question shall not be final.” That sec- 
tion also gives the court power to en- 
ter judgment either affirming or set- 
ting aside the order or decision of the 
Commission. 

That part of § 67 which requires 
the independent judgment of the court 
on the law and the facts and withholds 
from the Commission’s findings and 


conclusions finality on constitutional 
questions, was added by amendment in 


1933. This court thereafter recog- 
nized that the amendment was respon- 
sive to language in certain United 
States Supreme Court decisions which 
indicated that the legislature must pro- 
vide the means whereby the courts 
should exercise an independent judg- 
ment on the law and the facts when 
Federal constitutional questions were 
involved. Southern California Edison 
Co. v. Railroad Commission (1936) 6 
Cal(2d) 737, 17 PUR(NS) 311, 59 
P(2d) 808; American Toll Bridge Co. 
v. Railroad Commission (1938) 12 
Cal(2d) 184,83 P(2d) 1. The Unit- 
ed States Supreme Court and this 
court assumed to exercise such judg- 
ment without statutory language, 
deeming it appropriate for the protec- 
tion of constitutional rights; but in 
the exercise thereof, as variously 
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stated in the decisions, the reviewing 
court refrains from sitting as a boarj 
of revision; and will not disturb th 
findings or conclusions of the regula 
tory body unless invasion of consti 
tutional rights is clearly established 
in the Edison Company Case, supri, 
this court pointed out that the amen¢. 
ment added nothing which was no 
theretofore a part of our state law: 
that it did not materially affect th 
procedure theretofore followed in ; 
review under the Public Utilities Act 
and did not make the court a trier 
of disputed questions of fact already 
resolved by the Commission. We 
said: “If the mere challenge on Fed: 
eral constitutional grounds was in- 
tended by the amendment of 1933 to 
be sufficient to take the case out of the 
rule that the findings and conclusion; 
of the Commission in such cases 
should be final and beyond review, 
then we would have grave doubt of 
the power of the legislature thus to 
transfer to this court the traditional 
functions of the Commission.” (6 
Cal(2d) at p. 748, 17 PUR(NS) at 
pp 318, 319.) In American Toll 
Bridge Co. v. Railroad Commission, 
supra, it was again stated that the 
amendment did not change the scope 
of the judicial review. 

[4-12] In the present proceeding, 
as in the recent cases of Federal Pow- 
er Commission v. Natural Gas Pipeline 
Co. and Federal Power Commission v. 
Hope Nat. Gas Co. supra, the standard 
for rate fixing is that of reason- 
ableness. The petitioner herein must 
be charged with the burden of showing 
that the evidence does not support the 
Commission’s finding of value, and 
that the reduced rate is unreasonable 
and will result in confiscation of its 
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property. That burden is coupled 
with a strong presumption of the cor- 
rectness of the findings and conclu- 
sions of the Commission. Ordinarily 
a public utility is a monopoly and is 
not subject to the travail of compet 
tion. Because of its monopolistic 
character, public interest requires that 
it submit to regulation for the protec- 
tion of the consumer, and the utility in 
return is entitled to protection of its 
investor interest. In the case of mo- 
nopolistic utilities it is possible to say 
that regulation to accomplish the two- 
fold purpose may be a relatively sim- 
ple matter. But here the Commission 
was confronted with facts which are 
unusual in utility rate regulation. It 
was faced with the problem of eval- 
uating the property of a utility which 
was in direct competition with a mu- 
nicipal utility offering similar service 


in the same community, in large part 
serving the same territory, and over 
which the Commission had no regu- 


latory power. From the year 1912, 
when a competitive system of streetcar 
operation was established in San Fran- 
cisco under municipal regulation, such 
obstacles to profitable operation by the 
Commission regulated utility were 
created that Commission regulation in 
effect gave way to regulation by com- 
petition. The evidence is clear that 
during the early competitive period 
and until the abnormal stimulation 
in public use brought about by the 
present World War, competition 
necessitated operation at a loss. Since 
the commencement of competition the 
company has not devoted to replace- 
ment and repair the amounts charged 
off on its books for those purposes, 
and its charges to depreciation reserve 
were lower than the actual annual plant 
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consumption. In this connection it is 
significant that for tax purposes the 
company’s accrued depreciation figure 
was shown to be $26,834,000, and its 
total depreciation reserve figure only 
$9,902,000. The factors which af- 
fected the value of the investment in 
this case justified the Commission in 
refusing to follow the practice of 
adopting as an annual charge to plant 
consumption the company’s book de- 
preciation reserve or any other hypo- 
thetical sum approved by accounting 
practices. The evidence supports the 
conclusion that the company permitted 
unusual deterioration in view of ne- 
gotiations for sale to the city started 
many years ago. The ordinary meth- 
ods or theories of depreciation ac- 
counting therefore would not reflect 
the true record of the past annual 
plant consumption and the result, were 
such methods adopted, would not be 
in conformity with the facts. On the 
other hand, the evidence of obsoles- 
cence, depletion, depreciation, and de- 
terioration is such as to justify the 
Commission’s observation that there 
was no available or procurable evidence 
of the fair value of the property 
except the amount contained in the 
company’s offer to sell to the city, 
made in the period when the business 
was profitable. Acceptance of the 
company’s book figures or of the 
amount of outstanding capitalization, 
in order to arrive at the present worth 
of the properties, would result in a 
figure inflated so far above fair value 
as to impede the Commission’s au- 
thorized regulatory effort to restore 
the company as a useful public servant 
performing its functions adequately. 
Capitalization in any event has little 
relation to the depreciated value of the 
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investment. Also going concern 
value can have little if any place in 
the rate base under the facts ex- 
cept as the special factor of compe- 
tition has so affected that value 
as to indicate it at nil. Separate ap- 
praisal of the going concern element 
is not required. (Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
supra.) 

It cannot be said that under the facts 
of this case arbitrary action resulted 
merely from the Commission’s rejec- 
tion of book values and capitaliza- 
tion, its refusal to make precise esti- 
mates of actual deterioration, of going 
concern or other values, and its ac- 
ceptance of the company’s offer of sale 
to the city made in a profitable period 
as the best evidence of the fair value 
of the utility in the present condition 
of its operative properties. The Com- 
mission expressly refrained from con- 
sidering whether the amount of the of- 
fer in relation to value under all the 
conditions was not too high. Further- 
more, it appears that studies of valua- 
tion for sale purposes were also made 
by the city and by the Commission, 
and only after such studies was a 
sale price selected which was deemed 
commensurate with the fair value of 
the property under existing conditions. 

It is the real and not the nominal 
paper valuation that determines the 
amount of the investment on which the 
utility is entitled to a return. (See 
Pond, Public Utilities, 4th Ed. Vol. 2, 
pp. 1117, 1118.) As said in Lind- 
heimer v. Illinois Bell Teleph. Co. 
(1934) 292 US 151, 78 L ed 1182, 3 
PUR(NS) 337, 345, 54 S Ct 658, 
the “actual experience of the company 
is more convincing than tabulations of 
estimates. Elaborate calcu- 
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lations which are at war with realties 
are of no avail.” There is no funda- 
mental or statutory law which will pre- 
clude the Commission from evaluating 
a public utility in accordance with the 
actualities. So to proceed is not to 
take private property for public use 
without compensation. There is no 
denial of due process in rejecting con- 
jectural and unsatisfactory estimates 
of value, or in treating the petitioner’s 
estimates as without. probative value. 
California R. Commission v. Pacific 
Gas & E. Co. (1938) 302 US 388, 
397, 398, 82 L ed 319, 21 PUR(NS) 
480, 58 S Ct 334. As was said in Los 
Angeles Gas & E. Corp. v. Railroad 
Commission, 289 US 287, 306, 77 L 
ed 1180, PUR 1933C 229, 241, 53S 
Ct 637: “The public have not under- 
written the investment. The property, 
on any admissible standard of present 
value, may be worth more or less than 
it actually cost. The time and circum- 
stances of the outlay, and the effect of 
altered conditions demand considera- 
tion.”’ 

The petitioner has not shown that 
the results are not in accord with the 
realities. Both before the Commis- 
sion and in this court it contented it- 
self merely with urging that the Com- 
mission proceeded erroneously in se- 
lecting for rate-making purposes the 
offer price of $7,950,000, because, so 
it claims, that figure was based on a 
capitalization of earnings. The peti- 
tioner made no offer or attempt to 
show that the value fixed by the Com- 
mission did not represent either the 
true depreciated legitimate cost or the 
true depreciated actual cost. In Min- 
nesota Rate Cases (1913) 230 US 
352, 466, 57 L ed 1511, 33 S Ct 729, 
48 LRA(NS) 1151, Ann Cas 1916A 
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18, it was said that “the company hav- 
ing assailed the constitutionality of the 
state acts and orders was bound to es- 
tablish its case, and it was not entitled 
to rest on expressions of judgment 
when it had it in its power to present 
accurate data which would permit the 
court to draw the right conclusion.” 
Since it is impossible to say in the light 
of the evidence in this proceeding that 
the figure selected by the Commission 
does not bear a proper relation to the 
fair value of the utility under exist- 
ing conditions, it must be concluded 
that the petitioner has not shown arbi- 
trary action on the part of the Com- 
mission in selecting the sale offer price 
as the rate base, or that the evidence 
does not support the Commission’s 
finding that the figure selected repre- 
sents at least fair value, if not more 
than that. 

[13, 14] The petitioner has also 
failed to meet the burden cast upon 
it to establish that the return on the 
rate base under the reduced fare will 
prevent the utility’s functioning ade- 
quately from the company or investor 
standpoint. The Commission has the 
experience and the data at hand from 
which to cull the estimates of probable 
increase in traffic under a reduced fare 
and improved service, and of the 
probable future operating revenues, 
expenses, and other costs. This court 
will not disturb its findings on those 
disputed questions of fact. The com- 
pany is now and for several years has 
been doing an abnormally increased 
traffic business with returns greatly 
in excess of its operating costs plus 
increased reserves for depreciation 
and taxes. It does not question that 
under a 7-cent fare it has enjoyed a 
return of more than a fair percentage 
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above the constitutional line of con- 
fiscation on the fair value as found 
by the Commission. Nor is it ques- 
tioned that a return of 6 per cent on 
the value of its capital investment is 
unconstitutional. The petitioner 
claims that the Commission’s estimates 
are false, and that falsity resides in 
the fact that at the prevailing cost 
per head for passenger transportation, 
it will suffer a deficit on the estimated 
volume of increased traffic at the 
6-cent fare. The fallacy, however, is 
in the assumption that the cost ratio 
under the 6-cent fare will be the same 
as under the 7-cent fare. The Com- 


mission answers that the assumption 
is not true, inasmuch as the increase 
in traffic is expected, not necessarily 
in the peak hours, but in large part 
from the patronage in off hours which 
was diverted to Municipal Railway, or 


discontinued upon the inception of the 
higher rate, and which is expected to 
be regained materially upon the reduc- 
tion of the fare and the improvement 
of the service. The petitioner also 
claims that the Commission did not 
consider the evidence of a probable in- 
crease in labor costs pursuant to pend- 
ing negotiations with labor unions. 
The Commission on the other hand 
states that it did give consideration 
to that element. The Commission’s 
figures, with increased allowances for 
operating expenses, depreciation, and 
taxes, must be deemed to resolve these 
disputed points adversely to the peti- 
tioner. “Long operation and adequate 
records make forecasts of net 
operating revenues fairly certain.” 
Driscoll v. Edison Light & P. Co. 
(1939) 307 US 104, 120, 83 L ed 
1134, 28 PUR(NS) 65, 75, 59 S Ct 
im 
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[15] The foregoing discussion 
demonstrates that the interests of the 
investor have received constitutional 
protection by the action of the Com- 
mission. Under rule by competition 
and the consequent great deterioration 
in its capital investment, the utility’s 
ability to attract capital has undoubt- 
edly suffered. But this is not an ele- 
ment that can be controlled by the 
regulatory body beyond the possibil- 
ity of insuring to the utility a fair re- 
turn on the value of the capital invest- 
ment when business is profitable. The 
fact that the utility has suffered defi- 
cits in the past does not justify ex- 
cessive profits in the future. (Los 
Angeles Gas & E. Corp, v. Railroad 
Commission, supra, 289 US at p. 313; 
Federal Power Commission v. Nat- 
ural Gas Pipeline Co. [1942] 315 US 
575, 590, 86 L ed 1037, 42 PUR 
“When 


(NS) 129, 62 S Ct 736.) 
a business disintegrates, there is dam- 
age to the stockholders, but damage 
also to the customers in the cost or 


quality of service.” (West Ohio Gas 
Co. v, Ohio Pub. Utilities Commis- 
sion [1935] 294 US 63, 72, 79 L ed 
761,6 PUR(NS) 449, 455, 55 S Ct 
316.) 

{16, 17] The record is also clear 
that the Commission has not been ar- 
bitrary in acting for the protection of 
the public which is under compulsion 
to use the present depleted and inade- 
quate service, or which may be ex- 
pected to make use of an improved 
service. As the Commission said in 
jts opinion: “After making such al- 
lowance [for wartime difficulties] the 
important question remains to what 
extent the ratepayer, under war condi- 
tions, should be compelled to pay the 
same or higher rates for an inade- 
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quate and inferior product or service 
while the utility enjoys abnormal prof- 
its.” It is unnecessary to consider 
whether the 7-cent fare would still be 
unreasonable were the petitioner per- 
forming a fully adequate and efficient 
service. The findings of inadequacy 
in the maintenance and service are 
supported by the evidence. The Com- 
mission is empowered under the stat- 
ute in fixing the fare to take into con- 
sideration the quality of the facilities 
and service. The Commission decided 
that even in wartime improvement was 
possible, and that the value of the im- 
proved service would be no more than 
6 cents. The problem of the value of 
the service, and the correctness of the 
Commission’s decision on the consum- 
er interest, do not involve constitution- 
al questions, so long as otherwise the 
investor or company interest has re- 
ceived adequate consideration by the 
Commission. When the company in- 
terest has received constitutional pro- 
tection, the findings of the Commis- 
sion on the consumer interest become 
final in the proceeding. The question 
involving that interest then has been 
answered by the Commission correctly 
pursuant to the statute and the au- 
thorities to the effect that the reason- 
ableness of rates should not be consid- 
ered apart from the adequacy of the 
service, and that the public should not 
be charged more than the service is 
reasonably worth. The statute is a 
legislative recognition of the public’s 
right to demand that consideration be 
given to the value of the service. 
(Covington & L. Turnpike Road Co. 
v. Sandford [1896] 164 US 578, 596, 
41 L ed 560, 17 S Ct 198; Spring 
Valley Waterworks v. San Francisco 
[1911] 192 Fed 137; see Article, 
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Value of the Service As a Factor in 
Rate Making, 32 Harv. Law Rev. 
516.) 

[18] In the final analysis the ques- 
tion whether the right to just com- 
pensation for the service rendered has 
been denied to the utility depends upon 
the special facts in the case. (The 
Minnesota Rate Cases, supra, 230 US 
at p 434.) Each case must be con- 
trolled by its own circumstances. 
(Los Angeles Gas & E. Corp. v. Rail- 
road Commission, supra, 289 US at p. 
315.) Pragmatic adjustments depend 
upon the particular facts. (Federal 
Power Commission v. Natural Gas 
Pipeline Co. supra.) It does not ap- 
pear from the facts in this record that 
the rate fixed by the Commission is so 
unreasonably low as to call for a dec- 
laration that Market Street Railway 
Company has been deprived of its 
property without due process of law 
or without just compensation. 

[19] The petitioner asserts some 
errors in the admission and considera- 
tion of statistical and other documen- 
tary evidence. It is not the function 
of the reviewing tribunal in these 
proceedings to set aside the legislative 
finding for mere errors of procedure 
not amounting to lack of due process. 


Its duty is to ascertain whether the 
legislative process has resulted in con- 
fiscation. (West v. Chesapeake & P. 
Teleph Co. [1935] 295 US 662, 674, 
79 L ed 1640, 8 PUR(NS) 433, 55 
S Ct 894.) 

[20] The petitioner objects to the 
apparent indeterminate duration of the 
experimental period under the 6-cent 
fare fixed by the Commission. The 
Commission still has jurisdiction and 
if from the monthly reports filed by 
the company during a reasonable ex- 
perimental period it appears that the 
expected increase in passenger traffic 
on the utility’s system due to the re- 
duction in fare and improvement in 
service does not materialize, the Com- 
mission has the power to make appro- 
priate adjustments. As the prescribed 
rate is expressly stated to be tentative, 
there is no ground for assuming that 
the Commission will reject an applica- 
tion to make such changes as experi- 
ence may show to be necessary in 
order to produce the stipulated reve- 
nue. (Clark’s Ferry Bridge Co. v. 
Pennsylvania Pub. Service Commis- 
sion [1934] 291 US 227, 241, 78 
L ed 767, 2 PUR(NS) 225, 54S Ct 
427.) 

The order is affirmed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Philadelphia Suburban T’ransportation 


Company 


Application Docket No. 62725 
June 6, 1944 


PPLICATION for approval of plan of reorganization of a 
transportation company; plan disapproved. 
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Corporations, § 22 — Reorganization — Cash distribution to creditors. 
A new plan for reorganization of a transportation company, filed by another 
transportation company which became a reorganization creditor by purchase 
of bonds subsequent to Commission appproval of an earlier reorganization 
plan, should be disapproved where the new plan provides, adversely to the 
public interest, for a cash distribution to reorganization creditors, while the 
earlier plan contained no provision for a cash distribution. 


(BucHanan, Commissioner, concurs in separate opinion; 
THORNE, Commissioner, dissents.) 


By the Commission: By order is- 
sued on June 1, 1942, at A. 61292, 
we approved the plan of reorganiza- 
tion for Philadelphia & Western 
Railway Company (P. & W.), dated 
March 2, 1942. Amendments to the 


plan, dated November 17, 1942, Jan- 
uary 4, 1943, and March 23, 1943, 
were approved by us on July 7, 1943. 
The plan, as amended, will be here- 
inafter sometimes referred to as the 


P. & W. plan. 


The plan was approved by the Unit- 
ed States district court for the east- 
ern district of Pennsylvania in an 
opinion filed on July 29, 1943, and by 
order entered on August 9, 1943. On 
August 16, 1943, in accordance with 
the directions of the court, the plan 
was submitted to the creditors of P. 
& W. for acceptance or rejection. 

Philadelphia Suburban Transporta- 
tion Company (P.S.T.) became a 
creditor of P. & W. through the pur- 
chase, between July 19, 1943, and 
August 23, 1943, of approximately 
$800,000 of P. & W. old bonds, con- 
stituting approximately 30 per cent of 
the total bonds outstanding. On Jan- 
uary 10, 1944, which was the date 
fixed by the court for hearing on the 
final confirmation of the P. & W. 
plan, P.S.T., appearing as a creditor, 
was granted permission by the court 
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to file a new plan of reorganization 
for P. & W. The.court accordingly 
continued the hearing on the confirma- 
tion of the P. & W. plan. 

P.S.T.’s plan of reorganization, dat- 
ed January 14, 1944, was filed with 
the court on January 15, 1944, and 
pursuant to order of the court entered 
on that day was filed with us on Jan- 
uary 18, 1944, at A. 62725. A protest 
against the plan was filed with us 
by P. & W. Public hearings on the 
plan were held by us on March 2nd, 
3rd, 20th, and 21st. This plan will 
be hereinafter sometimes referred to 
as the P.S.T. plan. 

Prior to the first hearing on the 
P.S.T. plan, P.S.T.: filed a motion 
to dismiss the protest of P. & W. on 
the ground that since the court had 
not authorized P. & W. to file its 
protest and appear before us, we lack 
jurisdiction to consider P. & W. asa 
proper party to the application before 
us. This averment, as we see it, is 
of only academic interest, since the 
bases of P. & W.’s protest go to the 
heart of P.S.T.’s plan of reorganiza- 
tion, and therefore would have re- 
ceived our considered attention even 
if no protest had been filed. 


The P. & W. plan provides, among 
other things, that holders of $2,627,- 
000 principal amount of outstanding 
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P. & W. first mortgage bonds shall 
receive $400 principal amount of new 
bonds and four shares of new common 
stock for each $1,000 principal 
amount of old bonds, and that the 
holder of an unsecured claim for 
$65,000 shall receive $6,500 principal 
amount of new bonds and 65 shares 
of new common stock. The P.S.T. 
plan provides that present bondholders 
shall receive $280 principal amount 
of new bonds, $120 cash, and four 
shares of new common stock for each 
$1,000 principal amount of presently 
outstanding bonds, and that the un- 
secured claimant shall receive $4,550 
principal amount of new bonds, $1,- 
950 cash, and 65 shares of new com- 
mon stock. Both plans provide that 
preferred and common stockholders 
shall not participate in the reorganiza- 
tion. 

The P. & W. plan thus does not pro- 
vide for the distribution of any cash 
to reorganization creditors, while the 
P.S.T. plan provides for the distribu- 
tion to them of $317,190 cash. This 
is the essential difference between the 
two plans. 

We find that the proposed distribu- 
tion of $317,190 in cash would be 
adverse to the public interest. Fur- 
thermore, in view of our declaration 
of policy of June 7, 1943,! in the mat- 
ter of the abnormal wartime earnings 
of utilities and the impossibility of 
their currently doing normal plant 
maintenance work, because of short- 
ages in materials and man power, we 
deem it unnecessary to find whether 
any lesser amount of cash is available 


for distribution to reorganization 
creditors. Now, in the midst of the 
war crisis, is not the time to syphon 
funds out of P. & W.’s treasury, par- 
ticularly since the distribution of such 
funds to reorganization creditors is 
not essential to a reorganization of 
P. & W. All funds not absolutely 
needed for current operation should 
be conserved until after the war, when 
it will be clearer how much of the 
funds will be required to be expended 
for the public good. 

Although it is not determinative 
of our judgment of the P.S.T. plan, 
it may be noted that P.S.T. became 
a creditor of P. & W., through the 
purchase of P. & W. bonds, after we 
had approved the P. & W. plan of 
reorganization and while that plan 
was in process of approval by the 
court. P.S.T. therefore was not a 
bona fide reorganization creditor of 
P. & W. Its appearance on the scene 
was purely opportunistic, in an effort 
to acquire control of P. & W. as re- 
organized. 

* P.S.T., moreover, knew that in ac- 
quiring P. & W. bonds it would ac- 
quire more than 5 per cent of the 
voting capital stock of P.S.T. as re- 
organized, whether reorganized under 
the P. & W. plan or under its own 
plan. It nevertheless did not, before 
it purchased the bonds, ask our ap- 
proval, under § 202(f) of the Pub- 
lic Utility Law, of the acquisition of 
the shares of stock of P. & W. which 
it would acquire as a reorganization 
creditor. 

The matters and things involved 





_1In which we said, in part: “It is impera- 
tive that public utilities maintain a strong 
financial position throughout the war emer- 
gency, to the end that they may render prompt 
and uninterrupted service during said emer- 
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gency and that they may enter the postwar 
period prepared to promptly take up the mat- 
ter of deferred maintenance and the rehabili- 
og = their properties.” (50 PUR(NS) 
17, 18. 
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in the P.S.T. plan of reorganization 
having been duly presented and heard, 
and full consideration having been 
given thereto, except in respect of mat- 
ters relating to claims of creditors 
and to the distribution of new securi- 
ties and cash among creditors and 
holders of presently outstanding se- 
curities, said matters not being within 
our jurisdiction, we find and deter- 
mine that said plan is neither fair 
nor in the public interest; therefore, 

Now, to wit, June 6, 1944, it is 
ordered: 

1. That a certain new plan of re- 
organization for Philadelphia & West- 
ern Railway Company filed with the 
district court of the United States for 
the eastern district of Pennsylvania 
on January 15, 1944, and filed with 
the Pennsylvania Public Utility Com- 
mission on January 18, 1944, be and 


is hereby disapproved as being neither 
fair nor in the public interest. 

2. That a copy hereof be filed with 
the district court of the United States 
for the eastern district of Penn- 
sylvania on or before June 12, 1944. 


The Chairman being absent did not 
participate in the vote on this order. 


Commissioner Buchanan files q 
concurring opinion. 


Commissioner Thorne voted in the 
negative. 


BuCHANAN, Commissioner, ¢on- 
curring: Only one thing was accom- 
plished by the Philadelphia Suburban 
Transportation Company plan now be- 
fore us. It acknowledged the over- 
capitalization contained in the plan 
filed at A. 61292 and approved by 
this Commission on June 1, 1942. 
However, the attempt here to reduce 
the overcapitalization by robbing the 
depreciation and other reserves merely 
substituted one evil for the other. It 
would have resulted in no improve- 
ment in the credit position whereby 
the depreciation funds were secured 
by substituting property in lieu of 
such funds and, having been accom- 
plished, even then normal earnings 
would not justify the reduced capital- 
ization. Consequently the cash funds 
so used would have been without com- 
pensation by way of an improved 
credit position, and the reserves 
would have been left denuded. 

I concur in the result of the major- 
ity action. 
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This A.C.S.R. line would doubtless have 
one up just as well without this Alcoa 
supervisor on the job. But the power com- 
pany’s construction boss felt the need for 
him, so there he was. 

He and the other Alcoa supervisors have 
been hard at work all during the war. In 
their advisory capacity, they’ve helped 
extend and prepare existing lines to meet 
added demands for war production. They 
have aided during storm emergencies and 
in securing badly needed materials. They 


have assisted in curing vibration troubles 


Public Utilities Fortnightly 


on all kinds of lines. (Stock-bridge dampers 
play no favorites; they work on any 
conductor.) 

This is service which Aluminum Com- 
pany of America has always extended 
to users of A.C.S.R., during the many 
years Alcoa has been making aluminum 
conductors. It is service which will be 
continued. 

When you order Aluminum Cable Steel 
Reinforced, specify ALCOA A.C.S.R. 

Atuminum Company or America, 2134 
Gulf Building, Pittsburgh, Pennsylvania. 
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Industrial Progress 


Selected information about products, supplies and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Fixture Competition Announced 
for Utility Lighting People 


O stimulate interest in improved postwar 

lighting, a design competition open to 
anyone connected with the lighting division of 
a public utility has been announced by Sylvania 
Electric Products, Inc., of Salem, Mass. A 
total of $1600 in prizes will be awarded for 
the best designs for a shielded commercial fix- 
ture for four 40-watt fluorescent lamps. De- 
signs submitted will be judged by Howard M. 
Sharp, president of the [lluminating Engineer- 
ing Society; Allan E. Parker, physics profes- 
sor, Worcester Polytechnical Institute; Lurelle 
Guild, product design consultant; C, A. Car- 
penter, electrical engineer, Graham, Anderson, 
Probst & White. 

Appearance, ease of installation, mainte- 
nance, shielding and efficiency will be the prin- 
cipal considerations in selecting winners. 

Official entry blanks, rules and complete de- 
tails are available to utility lighting people on 
request to Sylvania Electric Products, Inc., 
Boston Street, Salem, Mass. Entry blanks 
should be postmarked not later than October 
1, 1944, to cover designs submitted before De- 
cember 1, 1944. Results of the competition 
will be announced on or before January 1, 
1945. 


Westinghouse Plants Receive 
High Awards 


P  weprioneyi according to Navy records, less 
than two-tenths of one per cent of the 
nation’s war plants have thus far achieved the 
honor, two plants of the Westinghouse Elec- 
tric and Manufacturing Company in Philadel- 
phia, Pa., have been awarded a fourth renewal 
of the Army-Navy “E,” company officials an- 
nounced recently. 

They are the Steam Division at nearby 
Lester, which builds turbines to drive war- 
ships, and the 30th Street Manufacturing and 
Repair plant. 

In addition, the new Merchant Marine Di- 
vision plant at Lester, which builds turbines 
for Victory ships, has just received word of 
the second star added to its “M” pennant, 
awarded by the Maritime Commission. 


A-C Appointment 


RANK C, ANGLE, manager of Allis-Chal- 
mers sales activities in the Pacific region, 
has just been appointed manager of all Allis- 
Chalmers field sales offices of the General Ma- 
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chinery Division and their operations, accord- 
ing to an announcement by W. C. Johnson, 
vice-president. He will continue to supervise 
operations of the Pacific region. 


Edison Division Names New 
Assistant Manager 


REPARATORY to increasing its activities in 

the aeronautical field, the Instrument Divi- 
sion of Thomas A. Edison, Inc., West Orange, 
N. J., has named Carl H. Odell as assistant 
manager. This was announced by C. D. Geer, 
operating vice president of that division. 

Mr. Odell was formerly with the Federal 
Telephone and Radio Corp. as an executive in 
its Direction Finder Division. Previous to that 
affiliation he was a manager of the electronics 
plant of Sperry Gyroscope Corp. He came to 
Sperry from Jack and Heintz Corp. of Cleve- 
land, with whom he was identified since the 
beginning of that organization. 
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Lavino Activated Oxide is 

made specifically for maximum sulphur re- 
moval...is not just a “satisfactory” purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell you all about its remarkable 
record; just wri‘ a note on your letterhead to 


E. J. Lavino and Company 


1528 Walnut St. 
Philadelphia 
we va 
“¥1 18 Penna. 
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“V’VE GOT THE BIGGEST JOB IN THE OFFICE!” 




















**,..and What Do I Get?’ > 


Squawks that split your eardrums! 
In the morning I open a million let- 
ters by hand and the boys are mad if 
they don’t get their mail in nothing 
flat. They must think I’ve got a 
hundred hands.” 








4 ‘In the Afternoon 


I do the same thing all over again 
besides taking care of the outgoing 
mail. And is that a honey of a job in 
this outfit! It all comes through i in the 
last half hour and there isn’t an auto- 
matic machine in the joint! Sealing, 
weighing, stamping—everything done 
by hand. I’m disgusted.” 





No Wonder Johnny Gripes! 


Hisis a big job that calls for experience, 
competent supervision and modern 
mail-handling systems and machines. 
Plan a modern, postwar CC-equipped 
mailroom now—our specialists will 
gladly help you. It’s the accepted way 
to insure speedy, accurate, protected 
handling of your mail . . . of putting 
your mailroom on a par with your 
other departments. 


Metered Mail Systems... . Postal and Parcel Post Scales... Letter Openers ... Envelope 
Sealers... Multipost Stamp Affixers ...Mailroom Equipment. (Many Units available.) 


MMERCIAL 
NTROLS 


Te) | 23 | = (@) | 26 | (@) N BRANCHES AND AGENCIES IN PRINCIPAL CITIES 


Buy Extra War Bonds 








INDUSTRIAL PROGRESS—( Continued ) 





Harvester Forms Foreign 
Operations Organization 


OWLER McCormick, president of the Inter- 

national Harvester Company recently an- 
nounced the formation of a new Foreign Op- 
erations organization which will be in charge 
of all of the foreign activities of the company, 
except Canadian operations. The Harvester 
Foreign Operations organization will be head- 
ed by G. C. Hoyt as vice president, who here- 
tofore has been vice president in charge of 
foreign sales. 

There will be no change in the status of the 
company’s various foreign subsidiaries, which 
will continue to operate as at present, carrying 
on the company’s business in the respective 
countries in which they operate. 


““Klein-Kord” Lineman’s Belt 


ATHIAS KLEIN & Sons, Chicago, Illinois, 
manufacturers of pliers, tools and 
equipment for the electrical field, announce a 
tool belt made of Klein-Kord, a newly devel- 
oped material consisting of multi-ply, spe- 
cially woven long staple cotton laid in rubber 
and vulcanized. 
According to the manufacturer, Klein-Kord 
is water-proof, has a tensile strength many 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











times that demanded in actual service, and 
possesses absolute uniform quality, great 
strength, and flexibility. 

Other new Klein-Kord products include 
climber straps and pads. 


Electrical Industry Launches 
Street Lighting Campaign 


NE of the most important services which 
can be rendered in the direction of ade- 
quate lighting in the heavy traffic days after 
the war will be the provision of practical in- 
formation for the use of: 
1. Municipal officials who must make the 
decision and have it agreeable to the public. 
2. Utility executives who must provide new 
equipment and electrical energy and who should 
receive fair payment. 
3. The public who will do the dying in 
traffic accidents unless considerable street 
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; THE cooperation of the electric utility 
lustry with the watthour meter manufacturers 


iikept the design and development of the 


n watthour meter well ahead of meter- 
irements. Thanks to this cooperative 
our meters will again play their 


SANGAMO ELECTRIC COMPANY 
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‘Water Department Increases Revenue 


and Reduces Water Rates 


Council Congratulates Superintendent : : 
On Payment of $29000 








Regular Meter Testing Program 
Given Credit for Economies 


Keep Backing 
The Attack 
with 


WAR BONDS 


NEPTUNE METER CO. 
50 West 50th Street, Rockefeller Center 
New York 20, N. ¥. 
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As a result of his outstand- 
ing performance, the Town 
Council today at a special meet- 
ing accepted reduced rates and 
highly congratulated: Superin- 
tendent — of the Water Works 
for his services. Today the 
Water Department is one City 
Department that not only seeks 
no budgetary appropriation 
from the Common Council, but 
actually pays money in taxes. 
The Department is turning 
over yearly in cash an average 
of about $29000. As a result of 
last year’s business, it has been 
determined that a further re- 
duction in rates is possible, to 
a point that is now: the lowest 
in the history of the plant. In 
a special interview with the 
Superintendent, a reporter from 
the Inquirer obtained figures 
to show how this remarkable 
result was achieved. 

The Superintendent in his 
work has accumulated a large 
fund of statistics about his 
water meters, which assists him 


in his operations. One of the 
most interesting facts is tha’ 
some 13% of all water used i 

the domestic household is ru 

at the rate of about 3 gallon a 
minute. As a result, domestic 
&” meters are being repaired to 
test up to 95% or better on 3 
gallon a minute. Due to this 
high standard of meter effi- 
ciency, a greater proportion of 
the water pumped is now being 
paid for than ever before. This 
is one of the factors accounting 
for the increase in revenue. 

It is notable that in a repre- 
sentative group of 229 meters 
which were in service an aver- 
age of 734 months, the cost per 
meter for repair materials was 
only 24.2 cents. 

Modestly disclaiming a great 
deal of credit for the results 
achieved, the Superintendent 
praised his hard working men 
in the Water Department, and 
the advisory assistance given 
him by the representative’ of 
the Neptune Meter Company. 





(Figures quoted above based on actual practice) 
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INDUSTRIAL PROGRESS—( Continued) 
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lighting is installed, and who consequently 
need to understand its values. 

These three types of information will be 
furnished on an organized scale by means of 
an Industry Promotion Program sponsored by 
the street lighting section of the National 
Electrical Manufacturers’ Association, through 
the Street and Traffic Safety Lighting Bureau. 

It is the belief of the association that if 
the utilities are properly sold on the idea of 
promoting street lighting, they will in turn sell 
an important segment of the public through 
talks to women’s clubs, civic groups, merchants’ 
associations, through window and lobby dis- 
plays, the circularization of literature provided 
by the Street and Traffic Safety Lighting Bu- 
reau and through the setting up of demon- 
stration streets and areas. 

As part of the appeal to municipal officials, 
the Bureau will prepare a monthly newsletter 
to be sent directly to them or be distributed 
through the utilities or through the facilities 
of the Street and Traffic Safety Lighting Bu- 
reau. This newsletter will contain a conden- 
sation of news stories, articles and editorials on 
street lighting appearing in current magazines 
and newspapers; street lighting promotion 
plans and activities of cities; accident statis- 
tics and street lighting promotion material. 
It will be supplemented by monthly direct 
mail pieces. 

Part of the plan also calls for a series of 
strong advertisements directed at municipal 
officials and utility executives. An important 
phase of industry promotion directed toward 








DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


Davey Men are Local 


Davey men are scattered all over 
the country. They live near their 
work and are familiar with local 
conditions. They are well known, 
well respected and quickly avail- 
able for all your needs. 








Tree interference may aid the Axis 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


the utility executives will be another newslet- 
ter, somewhat similar to the one for municipal 
authorities, also to be supplemented by monthly 
direct mail pieces. 

Other sales helps to be made available to 
the utilities for use in selling municipal off- 
cials and the public will include exhibits, movie 
shorts, publicity releases, and sales portfolios. 

Augmenting the entire program, the Street 
Lighting Section of NEMA will distribute a 
“Suggested Street Lighting Plan Book for 
Utilities” to executive and lighting specialists, 

Further information may be obtained from 
the Street and Traffic Safety Lighting Bureau, 
155 East 44th Street, New York 17, New York. 


“Ribboninker” 


ISPLAY Equipment Company has intro- 

duced “Ribboninker” which is designed to 
rejuvenate discarded typewriter ribbons, add- 
ing machine ribbons, teletype ribbons, etc., at 
about two cents per ribbon. According to the 
manufacturer, recent surveys show that 95 per 
cent of these discarded ribbons are not worn 
out, but merely ‘‘dried” out. 

Operating the unit is said to be very simple 
and requires only a few minutes’ time to re- 
ink the ribbon. By using the “Ribboninker” 
the manufacturer claims that ribbons may be 
used until the fabric breaks. Further informa- 
tion may be obtained from the manufacturer, 
Post Office Box D 144, Adrian, Michigan. 


Computor for Bituminous Mixes 


SLIDE rule computor for bituminous 

mixes to enable paving engineers and con- 
tractors to calculate easily and quickly the 
tonnage needed for any job has been devel- 
oped by Kotal Company. The rule is de- 
signed to accommodate any variation in the 
density of the mix—from the most open cold 
mix to the densest hot mix—any length, 
width, or thickness desired—from driveways 
to airport runways. 

At present, the model with a celluloid face 
is obtainable at $3.00 per rule from the Kotal 
Company, 52 Vanderbilt Avenue, New York 
17, New York. 


Instrument Course Reopened 


can of the 1944-45 industrial instrument 
maintenance and repair courses of the 
training school, Brown Instrument Co., Phila- 
delphia division of Minneapolis-Honeywell 
Regulator Co., will start September 25th. The 
classes will be attended to the largest extent 
by personnel from customer plants and will 


continue through December 22nd. 








“MASTER*LIGHTS" 
® Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Cambrid Mass. 
"MAS ER*LIGHT* MAKER s" 
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WWELDING CABLES 


UVILDING WIRE - IMPERIAL NEOPRENE JACKETED PORTABLE CABLE 





This page is reserved under the MSA PLAN (Manujacturers Service Agreement) 





Public Utilities Fortnightly September 14, 19 








Save to Win P . . P | 
with these four simple rules »-2 + IS a vita princip 4 


of battery care: 


of utility operation! 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. ° ° . 
: Conservation of materials is no new story 
Keep the top of the battery and : yeu: 
sable endiatint hank hil ay ak to the men who operate public utilities. 
all times. This will assure maximum With thrift and efficiency they have always 


protection of the inner parts. “ 
planned for conservation. 
Keep the battery fully charged— 
but avoid excessive over-charge. ’ 
A tetenh ‘Meltary Wi tal tener They’ve squeezed the last ounce of use 
when charged at its proper voltage. out of materials and equipment in their 


4 Record water additions, voltage, care .. . and today, that need is intensified. 
and gravity readings. Don't trust 

your memory. Write down a com- ss dos " 

plete record of your battery's life One helpful principle to follow is that of 

Nistory. “Compere readings. “Buy to Last—Save to Win.” Buy quality 
If you wish more detailed information, or products and equipment, then care for it to 
have a special battery maintenance prob- id dl 1 Th Tb 
lem, don't hesitate to write to Exide. avol needless rep acement. at conserves 
We want you to get the long-life built : : : 
iad dieaiy aihid Gatecy: ab tor Ce raw materials, labor, and space in factories. 
Form 3225. It frees these productive elements for essen- 


tial war production. 


4 
— Fxide — 
THE ELECTRIC STORAGE BATTERY CO. 


CHLORIDE Philadelphia 
BATTERIES Exide Batteries of Canada, Limited, Toronto 
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wit KINNEAR ROLLING FIRE DOORS 


Sabotage by fire is now a greater threat to vital 
production than ever before. And when a fire 
does break out, open or unprotected doorways, 
windows and corridors become one of your 
greatest hazards. Strong drafts can sweep flames 
through such openings with di speed. 

But you can stop fire at these danger zones with 
Kinnear “AKbar” Rolling Fire Doors and Window 
Shutters. They are fireproof ... automatically 
controlled . . . equipped with a strong. push- 
down starting spring that assures quick, positive 


SAVING WAYS 
IN DOORWAYS 





closure, They are safe, too, because their down- 
ward speed is controlled, to guard against injury 
to persons passing underneath — and a special 
counterbalance permits emergency opening after 
automatic closure. They are approved and labeled 
by the Underwriters’ Laboratories. And Kinnear 
Rolling Fire Doors can readily be equipped for 
regular, daily service use, with motor or manual 
control! Write Kinnear today for the complete 
story! THE KINNEAR MANUFACTURING COM- 
PANY, 2060-80 Fields Avenue, Columbus, Ohio, 


ROLLING DOORS 
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Official U. S. Coast Guard photo 


0.» « SP ar 
YOUR PAY ROLL PLAN 


War is a continuous job. 


Ever-widening, ever-advancing fighting 
fronts call for a never-ending flow of 
manpower and matériel—financed by a 
continuous flow of money. 


Your responsibility as top management 
increases with the mounting tide of bat- 
tle. So keep this one salient fact before 
you at all times: The backbone of our 
vital war financing operation is your Pay 
Roll Savings Plan. 


Your job is to keep it constantly revital- 
ized. See to it that not a single new or 


o'8%, Backthe Mack! 
SELL MORE THAN BEFORE! 


¢ 


GALL FOR MOUNTING DOLLARS 





Official U. S. Marine Corps photo 


old employee is left unchecked. See to it 
that your Team Captains solicit everyone 
for regular week-in and week-out sub- 
scriptions. And raise all percentage fig- 
ures wherever possible. 


Remember, this marginal group repre- 
sents a potential sales increase of 25% to 
30% on all Pay Roll Plans. 


Constant vigilance, in a quiet way, is 
necessary to keep your Pay Roll Savings 
at an all-time high. Don’t ease up—until 
the war is won! 


The Treasury Department at- 

knowledges with appreciationthe 

publication of this message by 
PUBLIC 


UTILITIES 
FORTNIGHTLY 


This is an official U. S. Treasury advertisement—prepared under the auspices of 


treasury Department and War Advertising Council. 
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A transformer blaze must be stopped in a very few 
seconds — before spreading flames and explosions wreck 
the entire installation. That's why so many utilities 
protect oil-filled equipment with a... 


GRINNELL MULSIFYRE SYSTEM 





Mulsifyre Systems operate on the princi- spray strikes conductors carrying high 


ple of emulsifying blazing oil with a driving —_ voltages. 

spray of water. The oil is turned into a Mulsifyre Systems are permanently in- 
liquid which is incapable of burning. A _ stalled... they operate automatically or 
Mulsifyre System extinguishes fire in a few manually. 

seconds and prevents reignition. Recommended by Underwriters’ Labora- 


Complete separation of water and oiltakes _ tories for use in extinguishing fires in flam- 
place in a few hours...leaves oil undamaged. mable oils immiscible with water, wherever 

There is absolutely no conductivity along — such oil is a fire hazard ...in transformers 
the discharge of a Mulsifyre projector when and other oil-filled electrical equipment. 


INVESTIGATE this simple, sure oil 
fire protection. Write for Data Book 
by Underwriters’ Laboratories. 
Grinnell Company, Inc., 
Executive Offices, 
Providence 1, Rhode Island. 
Branch offices in principal cities. 
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TO 18,310 HARVESTER SERVICE STARS 


HARVESTER men-at-war, like all America’s 
fighting men, go where duty calls them. There are 
18,310 of them. Many have given their lives for 
their country. 


Many of them fight with machines they once helped 
build . . . International Diesel crawlers, wheel 
tractors, crane tractors, Diesel engines. Firepower, 
machinepower and manpower make up the might, 
the spirit and the will of America’s armed forces. 


The 18,310 service stars in the windows of Har- 
OUR JOB TODAY vester’s home front hold us to a DUTY that will 


Let’s all remember that our job today is not be discharged until Victory is won 

to fight harder on the home front . . . fight 6 a a ss 
on the food front... give to the blood 

bark... buy extra War Bonds... fight INTERNATIONAL HARVESTER COMPANY 


inflation... for VICTORY. 180 North Michigan Avenue Chicago 1, Illinois 
HARVESTER 
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PROFESSIONAL DIRECTORY 


* This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « ‘ & 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
WEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANOISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
MEW YORK PHILADELPHIA cine 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


* 2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








DESIGN Si ord, Bacon & Davis, onc: RATE CASES 


CONSTRUOTION ° APPRAISALS 
Engineers 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








Gannett Fleming Corddry and Carpenter, Inc. 


ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 





SPECIALISTS 





ENGINEERS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention. 











(Professional Directory Continued on Next Page) 
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FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations-—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. === Washington, D. C. 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizatiens 


Consulting Engineering Mergers 
Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e¢ CHICAGO +. HOUSTON ec PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 








WELSBACH ENGINEERING and MANAGEMENT CORPORATION 
Utility Appraisals « Engineering » Construction + Street Lighting Maintenance 

















& Consultants on All Phases Utility Operations 
Sxear) General Office: 1500 Walnut St., Philadelphia 2 
Ya 
Albright & Friel Inc. JACKSON & MORELAND 
Cianainas Cietiiian ENGINEERS 
Investigations, Valuations, and Reports ry A lg Lip te eg 
Design and Supervision of Construction gyre lenny un coaaven Gaeaee 
1520 Locust Street Phila., Penna. BOSTON NEW YORK 
BARKER & WHEELER, ENGINEERS| | JENSEN, BOWEN & FARRELL 
DESIGNS AND CONSTRUCTION — OPERATING Engineers 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — ai 
MANAGEMENT — APPRAISALS — RATES Ann Arbor, Michigan 
11 PARK PLACE, NEW YORK CITY el 
36 STATE STREET, ALBANY, N. Y. rate inquiries, depreciation, fixed capital 


reclassification, original cost, security issues. 

















BLACK & VEATCH A. S. SCHULMAN ELEctrIc Co. 






























CONSULTING ENGINEERS Contractors 
Appraisals, investigations and re- TRANSMISSION LiNES—UNDERGROUND DistTri- 
ports, design and supervision of con- BUTION — Power STATION — INDUSTRIAL — 
struction of Public Utility Properties CoMMERCIAL INSTALLATIONS 
4706 BR . MO. 
seeiecad Se See 537 SoutH Dgarsorn St. CHIcaco 
EARL L. CARTER Mark WoLFF 
Consulting Engineer Public Utility Consultant 
R 
PENNSYLVANIA, WEST VIRGINA, KENTUCKY: 261 Broapway, New York, N. Y. 
Public Utility Val _R 4 ; ; ‘ 
wie Representing the Public Exclusively 
910 Electric Building Indianapolis, Ind. Since 1914. 
W. C. GILMAN & COMPANY J. W. WOPAT 
ENGINEERS Consulting Engineer 
and Construction Supervision 
FINANCIAL CONSULTANTS eee 
55 Liberty Street New York 1510 Lincoln Bank Tower Fort Wayne, Indiana 
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WILL RELEASE 
VITAL WAR WORK by reducing 


record-keeping to simplified routine 


Cardineer master MODEL, 72-58 
6,000 cards parade their data 
, now falls on the need for 
skilled help. Skilled help knows bow 
— knows where — knows when. Such 
employees are far too valuable to 
waste on routine work — especially 
when records can be handled quicker, 
more simply, and in much more com- 
pact form by using Cardineer — the 
Rotary file that brings the record to you 
for quick posting or instant reference. 
Thus, Cardineer speeds the war effort 
by definitely saving skilled manpower. 
It comes in four models — each com- 
pact, portable and so priced that its 
Dst is quickly discounted through the 
Onomies it brings. Choose the 
Ddel best suited to your need. 


Phone or write for details. 
LD, INCORPORATED + Canton 2, Ohio 
BUY WAR BONDS 





Cardéneer HORIZONTAL DESK 
MODEL, 72-70. Three removable desk 


tray segments. Cap. 2500 cards. 


Cardineer DESK MODEL, 
72-05. Satin chrome finish. 


Cap. 1500 cards up to 6”x 4”. 


SENIOR MODEL, 


72-45. The capacity of this unit 
will surprise you. 


EBOLD 


TRA-DEX FLEX SITE 
Fite VISIBLE BOOK 


Systems to Fit the Routine 
VERTICAL VISIBLE 


CARDINEER 


ROTARY FILES 


FOR AMERICA’S 
* ARMED FORCES 


RUBBER-STAMP 
ECONOMIES 


RUBBER-STAMP 
LIMITATIONS 


£ UNIT SUBSTATIONS 


is consistently good evidence 


that our standardization 


policy has an even wider field of usefulness ahead of it. 


@ By systematic analysis of cus- 
tomers’ needs—and by co-ordination 
of our manufacturing facilities—we 
are meeting thousands of ratings and 
requirements with relatively few re- 
petitively built parts. 


@ Installation and maintenance have 
been simplified. There are only two or 
three factory-assembled sections to 
install. Maintenance practice can be 
made uniform, with fewer spares 
catried in stock. 


Typical G-E master unit substation 


GENERAL 


@ Specifying and ordering have been 
reduced to a simple routine that is 
comparable to changing the figures 
on a date stamp. Time saved on 
detailed specification work is avail- 
able for more thorough system plan- 
ning. 


@ Instalied costs are lower, sub- 
stantially so when factors such as 
reliability, safety, and high salvage 
value are included in the economic 
balance. 


Remember, too, that General Electric’s 
policy of repetitive manufacture has not 
resulted, and will not result, in a “‘freezing” 
of designs. Our research and design staffs 
can concentrate on improving the line as 
a whole rather than continually working 
out detail modifications in design to meet 
the specifications of each new order. 

As you plan for new substation installa- 
tions, let us work with you on this route to 
lower investment costs. General Electric 
Company, Schenectady 5, N. Y. 


Save Money and Buy More War Bonds 


ELECTRIC | 


301-112E-170 
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